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|. AT-A-GLANCE

This California Capital Access Small Business Program (CalCAP SB) Lender Manual
provides instructions, examples, and regulations for enrolling small business loans and filing
claims. Lenders are encouraged to use this manual as a guide and to frequently visit the
CalCAP SB website at http://www.treasurer.ca.gov/cpcfa/calcap/index.asp for the most
current version of the manual, updated forms, and latest rules and regulations. Lenders
should also ensure CalCAP is kept informed of changes to the lender’s primary CalCAP SB
program contact information.

CalCAP Small Business Program
(California Capital Access Program)

Loan Types Small Business Lending
Eligibility Most Small Businesses
and Loan Types

. Borrower: : : Lender:
1-35% | 1-35%

Fees e

CalCAP:
2-7%

Monthly Loan Loss Reserve Statement Quarterly Report of Current CalCAP
: by the 15" of the Following Month o Loan Standings
Reporting 856600000500600000805600500305000000505000500000500008  59000050005005050000005600000005660090000600000000500

Submit Reports via Email to:
CalCAP@treasurer.ca.gov

(916) 654-5610

Contact CalCAP@treasurer.ca.gov

http://www.treasurer.ca.gov/cpcfa/calcap/index.asp
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Il. PROGRAM PARTICIPATION REQUIREMENTS

A.QOverview

The California Capital Access Small Business Program (CalCAP SB) encourages banks
and other financial institutions to make loans to small businesses that have difficulty
obtaining financing.

CalCAP SB is a form of loan portfolio insurance which may provide up to 100% coverage on
certain loan defaults. By participating in CalCAP SB, lenders have available to them a
proven mechanism to meet the financing needs of California’s small businesses.

Small Business Lending

Business
Requirements = $2.5M max. per loan

= $5M max. per business
& Full Text of CalCAP
Regulations can be foundin | ® 500 employees or fewer
Chapter VIII.
Authorized Loan = Acquisition of Land

Types or Uses

= Construction or Renovation of Buildings

& Full Text of CalCAP = Purchase of Equipment
Regulations can be found in . . . . . . .
Chapter VI, Other Capital Projects including Working Capital

CalCAP Small Business Program Lender Manual -1



B.Small Business Lending

The CalCAP SB program offers lenders a mechanism to provide loans to small businesses
that may otherwise not be able to obtain a loan under conventional underwriting. With
CalCAP SB, lenders are able to cover portions of loans that exceed the risk threshold
normally set for business loans.

V]

Almost any business loan is eligible under CalCAP SB, with few exceptions noted
below. Loans can be used to finance the acquisition of land, construction or

renovation of buildings, the purchase of equipment, other capital projects and

working capital.

There are limitations on real estate loans and loan refinancing. Other prohibited

x uses of loan proceeds include but are not limited to gambling facilities, bars, and

adult entertainment business.

§ Refer to CalCAP Regulations 8070 and 8072 as appended in Chapter VIII for full
disclosure of eligible and ineligible uses of loan proceeds.

Flexibility

Restrictions

Lenders set all the terms and conditions of
the loans and decide which loans to enroll
into CalCAP SB.

Lenders determine the premium levels to be
paid by the borrower and lender (within the
parameters of the Program). Premiums are
placed in the lender’s loss reserve account
as each CalCAP SB loan is enrolled.

Loans can be short- or long-term, have
fixed or variable rates, be secured or
unsecured, and bear any type of
amortization schedule.

Lenders can enroll all or a portion of a loan.

Lenders can restructure loans by extending
terms of CalCAP SB loans, amending
covenants or releasing collateral.

$5 million maximum loan enroliment amount per
business.

$2.5 million maximum loan enrollment per individual
loan every 3 years.

$100,000 maximum lender/borrower contribution for
any single borrower in a three year period.

The business activity resulting from the bank’s loan
must be created and retained in California.

The borrower’s primary business and at least 51% of
its employees or business income, sales or payroll
must be in California.

The borrower’s business must be in one of the
industries listed in the qualified Standard Industry
Classification (SIC) or the North American Industry
Classification System (NAICS) codes list.

&~ NAICS: http://www.census.gov/eos/www/naics

The small business must be classified as a small
business under U.S. Small Business Administration
guidelines (Title 13 of the Code of Federal
Regulations) and have fewer than 500 employees.

&~ U.S. Small Business Administration Guidelines:
http://www.ecfr.gov

CalCAP Small Business Program Lender Manual
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[ll. ENROLLING A LOAN

A.QOverview

Lenders must submit to CalCAP the following forms and documentation with each loan

enrollment request:

CalCAP
SB

Required
1. CalCAP Small Business Loan Enroliment Application
&~ http://www.treasurer.ca.gov/cpcfa/calcap/sb/enroliment.pdf v
2. Borrower Certification
&~ http://www.treasurer.ca.gov/cpcfa/calcap/sh/certification.pdf v
3. Proof of Borrower and Lender Premium Deposit ~
4. NAICS Print-Out
&~ http://www.census.gov/eosivww/naics/ v
5. Borrower Privacy Notice
&~ http://www.treasurer.ca.gov/cpcfa/calcap/forms/privacy.pdf v
If Applicable
4. Appraisal or other reputable documentation of the property value — only for commercial N

real estate loans
5. Print-out of web page showing borrower is located in Severely Affected Community

(SAC), if applicable:
%~ High Unemployment Area: http://www.labormarketinfo.edd.ca.gov/Content.asp?pageid=1003 v
&~ Enterprise Zone: http:/Aww.hcd.ca.gov/fa/ez/enterprise/newmap.html
6. CalRecycle Authorization — only for borrower fees paid by CalRecycle (form must be

authorized by CIWMB) N
&~ http://www.treasurer.ca.gov/cpcfa/calcap/sh/calrecycle. pdf
7. CalCAP Small Business “Borrower Agreement to Pay Lender Fee” form — only for

applications where the borrower is paying both the lender and borrower premium N
&~ http://www.treasurer.ca.gov/cpcfa/calcap/sbifees.pdf
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CalCAP SB loan enrollment applications must be received at CalCAP within 15
business days of the “Date of First Disbursement” (Date of Loan) by email, fax, or
regular mail:

CalCAP@Treasurer.ca.gov

(916) 589-2805

AF) CPCFA/CalCAP SB
915 Capitol Mall, Room 457
Sacramento, CA 95814
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B.CalCAP Small Business Loan Enroliment

Before submitting a CalCAP SB loan enrollment application, lenders should ensure the
following pertinent documentation is fully completed:

Required If Applicable
v CalCAP SB Loan Enroliment Application v Commercial Property Appraisal
v"NAICS Print-Out v’ Severely Affected Community
v Proof of Premium Deposit by lender and Information
borrower v’ CalRecycle Authorization
v’ Borrower Certification v Borrower Agreement to Pay Lender Fee

the borrower related to the eligibility of the borrower’s business and purpose of the

loan proceeds. Further, pursuant to the California Information Practices Act of
1977 (Civil Code Section 1798.17), lenders are to provide the borrower with a copy of the
privacy notice disclosing borrower data collected by lenders on behalf of CalCAP.

. In addition, CalCAP regulations require lenders to obtain various assurances from
fl E

While CalCAP does not prescribe a standard format for the borrower certification and
privacy notice, examples of those documents can be found in Chapter VII of this manual and
on CalCAP’s website at:

v’ Borrower Certification for Small Business Loan Enroliments:
http://mww.treasurer.ca.gov/cpcfa/calcap/sb/certification.pdf

v Privacy Notice: http://www.treasurer.ca.gov/cpcfa/calcap/forms/privacy.pdf

f! E Any alteration of certifications need to be approved by CalCAP prior to use.

Copies of these documents need to be submitted with the loan enrollment package and the
original set should be maintained with the borrower’s loan file and made available to CalCAP
for review upon request.

B.1. Instructions for Completing the CalCAP SB Loan Enrollment Application

This section provides instructions for lenders on how to complete the CalCAP SB Loan
Enroliment Application, which is the primary form needed for lenders to enroll a loan with the
CalCAP small business lending program.

A copy of the application can be found in Chapter VII of this manual. However, lenders
should always check CalCAP’s website for the most current version of the application:

< http://www.treasurer.ca.gov/cpcfa/calcap/sb/enroliment.pdf
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Form 1: CalCAP Small Business Lending Loan Enroliment Application

Lender Information Section

CALTFORNIA CAPITAL ACCESS PROGRAM 915 Capitol Mall, Room 457
California Pellution Control Financing Authority Sacramento, CA 93814
CalCAP@ireasurer ca. gov Fax (916) 589-2805

CalCAP | CalCAP
Use Loan#
Only | Date
Recerved
CalCAP LOAN ENROLLMENT APPLICATION

Lender Information

Participating Lender Lender ID#

Loan Officer Name Phone

Loan Officer Email

Field: Information Needed:

= Participating Lender | v Name of the financial institution.

= Lender ID v The financial institutions’ assigned CalCAP Lender ID. This number was issued

and provided on the signed copy of the lender’s “Financial Institution Enrollment”
agreement and “Welcome Letter” that accompanied it. (This number never

changes.)

= Loan Officer Name v' Name of lender representative CalCAP can contact with questions about this
enrollment.

= Loan Officer Email v Email of Loan Officer named above.

= Phone v' Direct phone number with area code for Loan Officer named above.

Borrower Information Section

Borrower Information

Name DBA

Address City County Zip
Type of Business/Activities What year was the business incorporated or opened?
Annual Revenues Last Fiscal Year § Average Annual Revenue Last 3 Years §$

Number of Emplovyees Number of Full Time Equivalents Jobs created Jobs retained

Is business located in a Severely Affected Commmunity? [TYes [JNo

Will loan monies be used at above address? [JYes [TNo If no, location where loan will be used:

Address City County Zip
NAICS Code Census Tract #
http-/'www. census. gov/eos/ www/naics/ _ http:/fwww fliec. gov/Geocode/default. aspx
Purpose of Loan
Is business minonity owned? [JYes [JNo  []Decline to Answer Is business woman owned? [Yes [No [ Decline fo Answer

Is business veteran owned? [OYes [(MNo [ Decline to Answer
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Field:

Information Needed:

= Name

v' Name of the primary borrower representing the business.

= DBA

v' Name of business (sole proprietor, partnership, corporation, etc.)

= Address, City, County, Zip

v' Address of the business.

= Type of Business/Activities

v List the function of the business. “What does the business do?”
(e.g. retail sales, carpet cleaning, burger restaurant, etc.)

@ Refer to the FAQs in Chapter VI for business function
examples.

= What year was the business
incorporated or opened?

v’ 4-digit year the business either opened, was incorporated, or
was taken over by the new owner.

<" If the business is a start-up, use current year.

= Annual Revenues Last Fiscal Year $

v’ List the borrower’s annual business revenues for the last fiscal
year—rounded to the nearest whole dollar amount.

& |f the business is a start-up, use the current income or $0.

= Average Annual Revenue Last 3
Years

v List the borrower’s combined average annual business revenue
for the last three years—rounded to the nearest whole dollar
amount.

& |f the business is a start-up, use the current income or $0.

= Number of Employees

v Number of all full-time or part-time employees of the business.
Must be a minimum of 1 and cannot exceed 500.

@~ Refer to the FAQs in Chapter VI for instructions on how to
report the number of employees.

= Number of Full Time Equivalents

v Number of full time equivalent (FTE) employees of the
business—rounded to the nearest whole number. Must be a
minimum of 1 and cannot exceed 500.

@~ Refer to the FAQs in Chapter VI for instructions on how to
report the number of FTEs.

= Jobs created

v Number of jobs created for the business as a result of the loan.
<" If jobs are not created as a result of the loan, use “0”".

= Jobs retained

v Number of jobs retained for the business as a result of the loan.
<" If jobs are not retained as a result of the loan, use “0".

CalCAP Small Business Program Lender Manual -5




= |s business located in a v" Indicate whether the business is in a Severely Affected Community
Severely Affected Community? (SAC) as reported by data from:
OYes ONo » Employment Development Department (EDD) for High
Unemployment Areas:
<&~ http://www.labormarketinfo.edd.ca.gov/Content.asp?pageid=1003

= Housing and Community Development for Enterprise Zones:
& http://www.hcd.ca.gov/falez/enterprise/newmap.html

% Follow the instructions below to determine whether the business is
located in a SAC. If the business is located in a Severely Affected
Community, submit print-outs of the EDD or Enterprise Zones
information with the enrollment application.

High Unemployment Areas

Step 1: Go to the California Employment Development Website at:
http://www.labormarketinfo.edd.ca.gov/Content.asp?pageid=1003 and click on “California and Counties”.

State of omia

Employment Development Department
GOV 4 o r _
Home Linemp: ent Dhsability Jobs & Training Payroll T 3 abor Market Info

oy
LaborMarketinfo ol —L
R TR T +] Califomia and Counbas
: = Local Warkforce Investmant Argas
Each month the EDD releases revised and prefiminary civillan labor force, &
| = Cities and Places by Count
unemployment rates, and industry employment by geography for California, ! !
metropolitan areas, counties, and sub-county areas = Historical Unamployrment Rates |Excel foernatl

Step 2: Print the document and highlight the state-wide unemployment rate.

State of California Empleyment Developrent Department
April 19, 2012 Labar Market Infarmation Divigion
March 2012 Benchmark hittp:fhveww labormarketinfo, edd ca.gov
(915) 262-2162

REPORT 400 C

Monthly Labor Forca Data for Counties
March 20413 - Preliminary
Data Mot Seasonally Adjusted

VAN
COUNTY it LABOR FORCE EMPLOYMENT UNEMPLOYMENT "\ RATE|
STATE TOTAL gy 18,557,700 16,817,200 1,740,500 [9.4%
ALAMEDA 10 776,100 718,900 80,200 7.79%,
ALFIME 14 560 510 50 B.0%

CalCAP Small Business Program Lender Manual -6
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Step 3: Go back to the EDD homepage and click on “Cities and Census Designated Places”.

ErrL| lo m?ent Development Department

lify Training

=
LaborMarketinfo ramployment Rat
+ Califomia and Courties
MM ')Eltﬂ E“kﬁﬁf + California and Melropolian Areas
Each month the EDD releases revised and preliminary civilian labor force, * Local Worklares |mvestment Areas
unemployment rates, and industry employment by gecgraphy for California, « Cities and Places by County

L -
metropoditan areas, counties, and sub-county areas. + Historical Unemployment Rates (Excel format)

Current Momihly Presd Releases
Theewe Data e Also Called

Manshiu | ek
Quick Jump to View a Press Release: [Calfornia - Official EDD Releate = Go | * Manthly Job Outiook

Data fior preas on the drop down lisd that have an * after the name offer mul-county * Economy Today
Matropolitan Area data only s LUnemployment Rate Data

EDD Jobs Report
Or view inks by area type: 2 i

Qificial EDD Statewide News Release

:
|

California Employment Highlights for March 2013 + Duta Release Schedule

i i = o lisfoncal Imdustry Emplowment Data F iExc
retustry Empleyment and Lator Force Data for bl i ot e b b s
+ California —

+ Counties & Histonical Unemployment Rates (Exced format)

« Matropalitan Areas » Methodology for Genemting Labor Force Data
Labor Force Data only fox s Mathodology for Generating Industry Employment
(+_Cities and Cansus Designated Places Cata

Aark 1% Buraau of r Tigs "
# Local Workforce Investment Areas s US Bureau of Labor Statistics

Haurs and Earnings Data by Selected Industries

Step 4: Select the borrower’s county.

Labor Force and Unemployment Rate for Cities and Census Designated Places

Ged daba for other areas

Calfomas

Cpunties

Metrapoktan Areas

Cities and Census Designated Places
Local Werkforce Investment Areas

These data are updated monthly and are provided hene for April 2013, Only not seascnaly—adjusted labor force (unemgpioyment rates| dots are Seveloped
for cities and Census Designated Places (CDP). Esimates of employrmant by industry are not avaslable. Ses the notes below about the bmitations of thesa
dat

For additional release detalls, please visit our 2013 Refsase Schedule

Cata for All County Sub-Aress:
Currmnt KMonth

Mnrual Averages
2012 | 2077 | 2070 | 2008 | 2008 | Histoncal Data

Cithes and Census Designated Places by Individual County:

Alarneds
Alpirg {no city fila)

Amador
Sute

Calaveras
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Step 5: Print the document and highlight the county-wide and the borrower’s city unemployment rate.

A B c D E F G H

1 State of California Employment Devalopment Depanmeant
2 May 17, 2013 Labor Market Information Division
4 March 2012 Benchmark hatpeifwwtw labormarketindo, edd. ca.gov
4 (98] 22162
5

] Manthly Labor Force Data for Cities and Cansus Dasignated Placas (SDP)

T April 2013 - Praliminary

] Data Hat Seasonally Adjusted
9

10 Labar Emplay. Unemployment Census Ratos

11 Area Nams Farce [yt Hurmbir Rate Emp Wristrniups
12

13 Alameda County TIT300 T2 BOO S4.500 T.0% 1.000000 1.000000
14

15 Alameda city 1,100 39,100 2000 &48% 0054107 0035933
18 Albany city 0 400 9,100 A 29% 0012504 O.00G0ET
17 Ashland CDP 10,500 9,700 00 B81% 0013383 0015704
18 Berkeley city 60100 56100 A0 6% Q077667 0073463
19 Gastro Valey GOP J1.800 30,500 1,300 4.1% 0042225 0.023855
20 Cherrytland COP 6,800 6,100 TOO 10.3% 0008396 0012776
21 Dubdin ity 15,900 15,200 Toh 46 0021033 0012244
22 Emeryville city 4,700 4,400 200 50% 0006130 O0.004259
23 Fairview GDP 5,400 5,200 200 43% 00071681 0004250
24 Fremont ity 112,800 107,100 5700 50% 0.148188 0103808
25 Hayward city 71,700 65,000 E600 TA% 00013685 O.103008
26 Livermore city 42,400 40,400 1,900 45% 0055952 0035134
27 | Newark city 23,000 21,500 1500 £5% 0020690 0027415
28 Cakland city 204,100 182,100 24 20 0281828 0402715
2% Pisdmont city 2,800 5,400 200 J38% 0007510 Q003268
1D Pleatanton city 36,600 35,300 1,360 35% OD4BB05 O0.023423

Step 6: If the borrower’s county or city unemployment rate is 110% or more than the current California state-
wide unemployment rate as of the date of the loan, then the enrollment is located in a Severely Affected
Community.

< For example: If the current California unemployment rate is 9.4%, any business located in a city or county
with an unemployment rate of 10.34% or higher is considered located in a Severely Affected Community
(9.4 x1.1=10.34).

Step 7: If the borrower is located in a Severely Affected Community, submit with the loan enrollment
package print-outs of the web pages for the “Monthly Labor Force Data for Counties” (Step 2 above) and
“Monthly Labor Force Data for Cities and Census Designated Places” (Step 5 above).

CalCAP Small Business Program Lender Manual -8




Enterprise Zones

Step 1: Go to the California Department of Housing and Community Development website at:
http://www.hcd.ca.gov/fa/ez/enterprise/newmap.html

Calformia Dapartmant of

Heusing and Community Development

HOME

Enterprise Zones

MAPS AND STREET RANGES

5
Corgied
Ax o gene
b apcificaly
IR 0N T

Analesien . Fxpirns LY L2303
o Y e | Straats | TEA Sresls | Addasa Sas

e « Expesy, pTRT00S

(] FI5Y" ety | TEA
Barstew - Expirsa; 1312021

Lap | Wabate | Steets | TEA Streain

CANEICD = IMparial County - Soones. T0TEE0ET

Coachells Valey (Coachella, bndio, Thermal) - Expires
Uap | Wisbate | Strests

S0 | Wabas | Srests | TEA Stest & bl

FINARCIAL ASSISTANCE

L4
+ Pl A6 & DR

HOUSING POLICY DEVELOFMENT

CODES & STANDARDS

Step 2: Compare the borrower’s address to the current listing of enterprise zones. If the borrower’s address
is located within one of the enterprise zones, the enroliment is located in a Severely Affected Community.

Step 3: If the borrower is located in a Severely Affected Community, submit with the loan enrollment
package a print-out of the web page indicating enterprise zone street address range and highlight the city or

county.

= Will loan monies be used at
above address? OYes CONo

= |f no, location where loan will be
used: Address, City, County, Zip

v" Indicate whether the proceeds of the loan are being used to support
the business at a different business location than listed in the
“Business Address” field above.

v If answered “no”, list the address of where the loan proceeds will be
used.

& If answered “yes”, leave address, city, county, zip fields blank.

CalCAP Small Business Program Lender Manual
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= NAICS Code v' Six digit number used by the North American Industry Classification
System (NAICS) to categorize business types.

& http://www.census.gov/eos/www/naics/

People | Business | Geography | Data | Research | Newsroom CEET -

‘ons e Pare. Caruit i + B A Rty « A « HACT SawroriToois

North American Industry

HAICE Search:

_ N 2012 NAICS Key Word Search

Entar knywoed or 2.6 digt cad

Farmn Equipmisnd Step 1 Entel’

(512 S Soarch] RSNSOI TR P Equ it business activity type
Eloedatbsptte g (e.g. Farm Equipment)

(2007 NAKS Search | fatmietype egipen

Entar kayword or 2-6 digit code

(202 NAKS Saarch

Downloads/Reference
FilesiTools

w13 SR EEeie i
» 01T L_._Nm miaechirary and eguipment rep

and manenance SEsaCes
2o Step 2: Select 6-digit code
g that best describes the

NAIGS Updata Pocass business activity

.
Fatl Shwl [POF, J7HE|

Measuring America—People, Places, and Our Economy

ABOUT U5 I DA TA BUSINESS & IOUS THY PECPLE & HOUSEHOLINS CEOCRARNT
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= Census Tract # v’ 11-digit number used to identify the specific location of a business
to provide more reporting consistency and uniformity.

&~ http://www.ffiec.gov/Geocode/default.aspx

=

| FFIEC Main | Disclaimer | Privacy Policy | Contact Us | Search | FFIEC Census Report | Help

Geocoding System
The FFIEC is under contractual agreement with Tele Atlas, its data source vendor for this system, which limits Internet users to enter one
address at a time and obtain the appropriate geocoding information. For batch geocoding, please contact Tele Atlas at

InfoMA@teleatlas.com for ordering the data.

Requitements; This system requires that you enter a street address along with either a city and state OR a zip code. The FFIEC web site

(v Miec.gov) is a public web site. In order to see this public web site, you must cenfigure your firewall systems properly 1o allow this site to be seen
by your netwark. Therefore, you should set the appropriate parameters consistent with your firewall technology and security pelicles to safeguard your
network environment. You may nead the assistance of Information Technology professionals trained 1o work with your individual
telecommunicaliensisecurity systems to configure the comect seftings o enable the use of our web site while simultaneousty protecting your computer
anviranmant.

Continue using year 2012 geocoding results for calendar year 2013 CRA/HMDA reporting
until year 2013 geocoding becomes available {scheduled for mid-year 2013).

Year: :2012 -
Street Address: 315 capitol mall
City: sacramento
Satns o S i AN Input the borrower’s

Zip Code: 95814 business address and
| Search | Reset | click the “Search” button

HE G

| FFIEC Maln | Disclaimer | Privacy Policy | Gonbact Us gearch | Back to Geocode | FRIEC Census Report | Help on Data

Geocoding System

Geocode Search Result for 2012 HMDA/CRA Reporting

Use:
Street Address | 915 CAPITOL MALL | MSAMD Code | 40900 1. State Code: 06
City Mame SACRAMENTO State Code 06 2 County COde 067
3. Tract Code: 0011.01
State Abbreviation | CA County Code | 067
Zip Code 95814 TractCode | 0011.01 To arrive at the Census

Tract # of the business:

MSAMD Mame: SACRAMENT O—-ARDEN-ARCADE-ROSEVILLE, CA
State Mame: CALIFORMIA 060670011.01

County Name: SACRAMENTO COUNTY

| Get Census Demographic | | Get Street Map |
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= Purpose of Loan

v’ Brief description of the use of loan proceeds (e.g. “working capital”
or “purchase equipment”).

= |s business minority owned?
OYes ONo ODecline to Answer

v’ The business is minority owned if at least 51% of the business is
owned by one or more minority individuals.

= |s business woman owned?
OYes OONo ODecline to Answer

v' The business is woman owned if at least 51% of the business is
owned by one or more women.

= |s business veteran owned?
OYes ONo ODecline to Answer

v' The business is veteran owned if at least 51% of the business is
owned by one or more veterans.

Loan Information Section

Loan Information

Is this loan enrolled in any other government guarantee program?

What percent of loan 15 enrolled in other program?

Lender Loan Number

OYes [No
% What percentage of loan is being enrolled m CalCAP?

If Yes, name the program-
%

Type of Loan [ | Line of Credit [ |Term Loan

Total Loan Amount $

Loan Amount Enrolled in CalCAP $

Date of First Disbursement (Date of Loan)

Maturity Date

Interest Rate

Is this loan a restructure of a prior CalCAP Loan? [] Yes [JNo

Remaining balance on loan being restructured: §

Borrower Prenium $

% []Fixed [] Variable

Is the loan secured? [ Yes [ No

If Yes, provide the CalCAP Loan #

Amount of increase requested: §

% Lender Premium § %

Is an Independent Contributor being used to pay the premiums?[ ] Yes [[JNo If yes, Name of Contributor Program

Field:

Information Needed:

= |s this loan enrolled in any
other government guarantee
program? OYes CONo

= [f “Yes”, name the program:

= What percent of loan is
enrolled in other program?

= What percentage of loan is
being enrolled in CalCAP?

v You may not “double enroll” a loan that is already covered by another
government program, but you may enroll the unguaranteed portions,
except the unenrolled portion of an SBA loan when using federal funds.

v’ Provide the name of the other program the loan is enrolled in.

For example, if $75,000 of a $100,000 is enrolled in the other program
and $25,000 is enrolled with CalCAP, then the percent enrolled in other
program equals 75%.

v Following the previous example, the percentage enrolled in CalCAP
equals 25%.

<~ If no amount is enrolled in another program, use 100%.

= Lender Loan Number

v’ List the unique loan number associated with the borrower’s loan.
< If the enrollment is a pre-qualification request, leave field blank.

= Type of Loan:
OLine of Credit OTerm Loan

v Field defaults to “Line of Credit”’. Change if necessary and check one
box only.

= Total Loan Amount

v The total amount loaned to the borrower associated with the unique
loan number (regardless of amount enrolled in CalCAP).

= Loan Amount Enrolled in

v The portion of the loan the lender requests to enroll with CalCAP. This

CalCAP Small Business Program Lender Manual
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CalCAP $

amount should be equal to or less than the amount in the “Total Loan
Amount” field.

%~ Use this amount to calculate applicable lender and borrower
premiums.

= Date of First Disbursement
(Date of Loan)

v’ Date of loan (if term loan) or date of first disbursement (if line of credit).

@ This date triggers the clock for the 15-day deadline to submit
an enrollment application to CalCAP.

&~ If the enroliment is a pre-qualification request, leave this field blank.

= Maturity Date

v The date (MM/DD/YYYY) the enrolled loan matures. CalCAP will insure
enrollment for a maximum of 10 years, regardless of maturity date.

&~ If the enroliment is a pre-qualification request, leave this field blank.

= |nterest Rate
= [1Fixed OVariable

v Annual Percentage Rate (APR) for the enrolled loan.

v Indicate whether interest rate remains the same (fixed) or changes
(variable) over the life of the loan.

& If answered “variable”, provide the starting rate and the index
the variable rate is tied to.

= |s the loan secured?
OYes OONo

v If collateral is used to secure the loan, answer “yes”"—otherwise, answer
“no”.

= |s this loan a refinancing of a
prior CalCAP Loan? OYes
CONo

= |f Yes, provide the CalCAP
Loan #

= Remaining balance on loan
being refinanced

= Amount of increase
requested

v Answer “yes” if this loan represents a refinance of an existing CalCAP
enrolled loan—otherwise, answer “no”.

v If answered “yes”, list the unique CalCAP Loan Number previously
assigned to this loan by CalCAP.

v Provide the residual balance on the old loan prior to the refinance.

v List the portion of the loan that is being advanced above the amount
already indicated in the “remaining balance” field.

@~ The “amount of increase” serves as the basis for calculating
the new borrower and lender premiums.

= Borrower Premium

v' Provide the dollar amount and percentage based on the enrolled
amount or increase of the loan.

@ Percentage rate must be between 1% and 3.5%.

= | ender Premium

v’ Lender and borrower premiums must be equal. Submit the “Borrower’s
Agreement to Pay Lender Fee” if borrower pays lender fee.

<& http://www.treasurer.ca.gov/cpcfa/calcap/sb/fees.pdf

= |s an Independent
Contributor being used to
pay the premiums? OYes
CONo

= |f yes, Name of Contributor
Program

v An independent contributor can pay all or a portion of the borrower,
lender, and CalCAP premiums, or any combination thereof, depending
on the program.

v’ If answered “yes”, provide the name of the independent contributor
program (CalRecycle).

&~ CalCAP will calculate the dollar amount and percentage to be
contributed.

v If answered “no”, leave field blank.

CalCAP Small Business Program Lender Manual
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Signature and Certification Section

CALIFORNIA CAPITAL ACCESS PROGRAM 915 Capitol Mall, Room 457

California Pollution Centrol Financing Authornity Sacramento, CA 95814

CalCAPGtreasurer.ca. gov Fax (916) 580-2803
Borrower Name Lender Loan Number

By enrolling this loan the Participating Financial Institution certifies, based in part on information provided by the Borrower (please initial each item):
# all capitalized terms are defined in 4 CCE. §8070 of the Califormia Code of Regulations.

The loan is a Qualified Loan as defined in 4 CCE. §8070(s) of the California Cede of Regulations.
The business receiving the Qualified Loan is a Quahfied Business, as defined in 4 CCR. §8070(r) or 4 CCR. §8078 2(c) of the Cahformia Code of Regulations.
The Qualified Loan 1s for a busmess activity that has its Prmary Economic Effect in Califorma as defined m 4 CCE. §8070(c) of the CPCFA Regulations.

The Participating Financial Institution will provide information from financial records of the Borrower upon request of the Executive Director of the CPCFA, and
the Participatmg Finaneial Institution has obtained the consent of the Bomower to such disclosure.

The Participating Financial lnstitution has obtained a written representation from the Borrower that the Bormower has no legal, beneficial or equutable, interest m
the Fees or the Matching Contnbution.

The enrolled amount of the loan does not exceed $2,500,000.

The Participating Financial Institution has notified the Borrower if the Participating Financial Institution’s share of the Fees for the Qualified Loan has been paid
by the Bommower.

The Participating Financial Institution has obtained a written representation from the Bomrower that it has secured or made appheation for all applicable licenses or
permits needed to conduct its business.

The Participating Financial Institution has not, and will not, enroll the same loan or portion thereof in any other government program substantially similar to the
Program.

The Borrower has received the CPCFA/CalCAP Privacy Notice.

Field: Information Needed:

= Borrower Name v Name of borrower.
<" Field will auto-fill if form is completed electronically.

= Lender Loan Number v’ List the unique loan number associated with the borrower’s loan.
< If the enrollment is a pre-qualification request, leave field blank.
<" Field will auto-fill if form is completed electronically.

= 10 Spaces for Initials v’ Lender to initial all 10 assurances.
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Signature and Certification Section (continued)

For participation in the Federal fund, the Participating Financial Institution must obtain the following assurances from the Borrower per 4 CCR §8078.2
of the California Code of Regulations:

The loan is used for a business purpose allowed by the U.S. Treasury.

The lean will not be used for purpeses prolubited by the U.S. Treasury.

The lean will not be used to finance inehgible businesses prohibited by the U.S. Treasury.

For participation in the Federal fund, the Lender hereby certifies to the State the following:

The loan has not been made in order to place under the protection of the state program prior debt that is not covered under the state program and that is or was owed by
the borrower to the lender or to an affiliate of the lender.

The loan is not a refinancing of a loan previously made to that bomrower by the lender or an affibate of the lender.
The lender is not attempting to enroll the unguaranteed portions of SBA-gnaranteed loans.

As required by Section 3011(ch2) of the Small Business Jobs Act of 2010, the private entity hereby certifies to the State that the Principals of the private entity
have not been convicted of a sex offense agamst a minor (as such terms are defined mn section 111 of the Sex Offender Registration and Notification Act (42 U.5.C.
16911)). For the purposes of this Certification, Prncipal means the following: if a sele proprietorship, the propoetor; if a partnership, each managing partner and
each partner who 15 a natural person and holds a 20% or more ownership interest in the partnership; and if a corporation, hmited habality company, association or a
development company, each director, each of the five most nghly compensated executives or officers of the entity, and each natural person whe 15 a direct or
indirect holder of 20% or more of the ownership stock or stock equivalent of the enfity.

The Participating Financial nstitution acknowledges that its lending activities are subject to safety and soundness standards as set forth in any applicable federal
banking regulations.

Authorized Lender Signature Title Date
Field: Information Needed:
= 7 Spaces for Initials v’ Lender to initial all 7 assurances.

%~Do not initial if loan does not qualify for Federal funds.
= Authorized Lender Signature v To be signed by the Lender designated authorized signer.
= Title v’ Title of the Lender designated authorized signer.
= Date v’ Date the enrollment was signed.
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B.2. Summary CalCAP Loan Enrollment Flow

Submils Loan
Application
Lender
Lender makas loan
Step 1
Deposits lender
nd borower premium

Step 2
—— T
i

F
Completes loan Loss Reserve Account

enraliment packags

CalCAF depaosits

Step 3 pramium match R pOLLY nﬂ*

-Laan Enrallmant Applicaton
-MAICS Print-Cul = 4
_Praaf of Bramium Depasits within 15 business days of the date_y,

-Borrower Certification ot first disbursemant . a
-Privacy Notice ‘ #7
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-Gommerclal Property Appralsal
-Severely Affected Community Print-Out
-GalRecycle Authorization

-Borrower Agreement to Pay Lender Fee

&
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=
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V. SUBMITTING A CLAIM

Lenders are required to notify CalCAP within 120 days of when the lender has charged off
all or part of a qualified loan as a result of default. If the form is filled out properly and the
lender has faithfully complied with CalCAP SB requirements, CalCAP will authorize the
Program trustee or Lender financial institution to reimburse the lender from the lender’s loss
reserve account within 30 business days.

In addition to the claim form, lenders should submit: (1) a complete transaction history of the
account and (2) a short written synopsis of why the loan charged off, receipts for any out-of-
pocket expenses being claimed, liquidation efforts (if any) and future collection efforts (if

any).

A copy of the form can be found in Chapter VII of this manual. However, lenders should
always check the CalCAP SB website for the most current version:

< Claim Application: http://www.treasurer.ca.gov/cpcfa/calcap/forms/claim.pdf

Form 2: Claim Application Form

Lender and Borrower Information Section

CALIFOBNLA CAPITAL ACCESS PROGEAM 015 Capitel Mall, Foom 457
California Pollation Control Financing Authority Sacramento, CA 95814
Telephone (214) 654-5610

Fax (#14) 580-2805

CalCAF FINANCIAL INSTITUTION CLAIM APPLICATION
NOTE: A lender is required to notify the Authority within 120 days of when the lender has charged off all or part of a qualified loan
as a result of default by a borrower. If the form is filled out properly and the lender has faithfolly complied with CalCAP
requirements, CPCFA will auwthorize the Program tmustee to reimburse the lender from the lander’s loss reserve account within 30

business days

Lender and Borvower Informafion

Participating Lander: Lender's CalCAP ID #;
Lender Contact: MName: CalCAP Loan Number;
Phone: Bormower s Mame:
Address: Bomower DBA:
Field: Information Needed:
= Participating Lender v' Name of the financial institution.
= Lender Contact v' Name, phone number, and address of lender representative

CalCAP can contact with questions about this claim.

= Lender’s CalCAP ID# v The financial institution’s assigned CalCAP Lender ID. This number
was issued and provided on the signed copy of the lender’s
“Financial Institution Enrollment” agreement and “Welcome Letter”
that accompanied it. (This number never changes.)

= CalCAP Loan Number v The number CalCAP assigned to the loan after it was approved.
This number can be found on the approved CalCAP loan enroliment
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application form. A copy of this was returned to the lender.

= Borrower’'s Name v' Name of borrower.

= Borrower DBA v' Name of business. “Doing business As”.

Loan Information Section

Loan Infermation

Original Principal Amount of Loan:
Deefault Amount;

Is this loan secured? (J¥es [ONo

If yes, what form of securnty

Date of Loan:

Date of Default;

Date of Charge-off

Was the lean in the first $1 million of CalCAP loans made by lender?
Have enforcement proceedings began? [Ves e

Lender’s priority of claim (If two or more claims filed by lender):

O%es tle

Field:

Information Needed:

= Qriginal Principal Amount of Loan

v" Amount disbursed to borrower upon first funding of
loan.

= Date of Loan

v Date of initial disbursement.

= Default Amount

v’ Delinquent amount of loan.

= Date of Default

v’ Date of first delinquency.

= |s this loan secured? OYes OONo
= If yes, what form of security

v' Identify whether collateral was used to secure the
loan. If answered “yes”, describe the type of
collateral used.

= Date of Charge-off

v’ Date loan was deemed uncollectable by lender
and charged off the books from an asset to a
liability.

= Was the loan in the first $1 million of CalCAP
loans made by lender? OYes CONo

v Indicate whether this loan falls within the first $1
million for a new lender (regardless of amount
enrolled).

= Have enforcement proceedings begun?
OYes ONo

v Answer “yes” if lender has started collection
efforts, otherwise answer “no”.

= Lender’s priority of claim (If two or more claims
filed by lender)

v Rank the priority of this claim in comparison to
other claims already filed by lender.
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Claim Information Section

Claim Information
Omtstanding Principal
Accrued and Unpaid Interest

Omi-of-pocket axpenses
{Attach detailed explanation)

Total

Please attach loan history report.

» The lender warrants this claim is being filed within 120 days of the loan being charged off and that charge-off was consistent with
the lender’s usmal methods for taking action on loans not enrelled in the Program
# Lender will, as CPCFA's agent, pursue additional recovery on this defsulted loan through legal proceedings, seizure and
lignidaton of collateral, puarantees, and’or other sources
# Lendar certifies it has given notice to the Awthority of the imitial enrollment of the loan in CalC AP, and either:
(1) has given notice to the Authority of any renewals or extensions of the loan; or
(2) the loan was contimuously renewed or extended since the date of ifs initial enrollment in CalCAP

Authorized Signature

Date

Title

Field:

Information Needed:

= Qutstanding Principal

v’ List the amount of the outstanding principal calculated as:

Original Principal Amount
— Payments Applied to Principal
= Outstanding Principal

= Accrued and Unpaid Interest

v List the amount of unpaid accumulated interest from the date
interest was last paid to the charge-off date.

= QOut-of-Pocket expenses (Attach
detailed explanation)

v List the amount of out-of-pocket expenses incurred related to
delinquent loan recovery efforts and include documentation of
out-of-pocket expenses

= Total

v’ This is the total sum of the outstanding principal, accrued and
unpaid interest, and out-of-pocket expenses.

= Authorized Signature

v To be signed by the Lender designated authorized signer.

= Date

v’ Date the claim was signed.

= Title

v Title of the Lender designated authorized signer.
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V.REPORTING REQUIREMENTS

CalCAP Regulations require financial institutions to report to CalCAP on the status of loans
enrolled and associated loan loss reserve accounts on a regular basis. In addition, financial
institutions should communicate to CalCAP any changes to the lender’s primary contact
information to ensure important communications from CalCAP are received by the
appropriate lender point of contact.

A.Monthly Reporting

CalCAP Regulation 88073 (f) states:

"The Participating Financial Institution shall provide information to the Authority
regarding the status of accounts, enrolled loans, claims and recoveries upon
request.”

All participating lenders with internally held loan loss reserve accounts are required to
submit a monthly bank statement to CalCAP. The bank statements should provide a
detailed description of the account and a complete summary of all transactions for the
period covered. Failure of the lenders to comply more than two times within a six month
period or more than three times in a 12 month period with the reporting requirements
will result in mandatory transfer of loss reserve accounts to the CalCAP Trustee Bank.

: Submit Loan Loss Reserve account statement by the 15" of the following month
f! ‘_x (e.g. the statement for January must be submitted by February 15") either by
email at CalCAP@treasurer.ca.gov or by mail to:

CPCFA/CalCAP SB
915 Capitol Mall, Room 457
Sacramento, CA 95814

B. Quarterly Reporting

Quarterly reports are due to CalCAP by the 15™ of the month following the end of the
guarter as follows:

Quarter Begins Quarter Ends Quarterly Report due to CalCAP
January 1 March 31 April 15
April 1 June 30 July 15
July 1 September 30 October 15
October 1 December 31 January 15

The quarterly report should clearly identify the CalCAP loan number, bank loan number,
borrower's name and/or DBA, date of the loan (first disbursement), maturity date, total
loan amount, and total amount outstanding. For loans that received a claim approval,
the report should also include the date of charge off, claim amount paid, recovery dates,
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recovery amounts, and comments. For an example of a quarterly report in the CalCAP
preferred format, see the graphic below and refer to the CalCAP website at:

<& http://www.treasurer.ca.gov/cpcfa/calcap/sb/index.asp

St Eoraderny S04
L DU B OB THOR | 1 A o CHls Te
Dot ol Lisan Totail E rrplleid
Barrewts [T IFist Ty | L

Cioa Loar pmeremnl) Dl Amoval Polyita rudbrng

Dt o LN AMSUNT  MDevEry Hlevery

- Faki [ Fys— Commpnny

o Haharry WY : Samo 3 &4 O o
Taishi & TR B .53 Bl &1 B8 Dl 3 L] ]

Failure to comply with the reporting requirements one time will result in suspension from
the Program until the quarterly report is submitted to and received by CalCAP. Failure
to comply a second time will result in the mandatory transfer of loss reserve accounts to
the CalCAP Trustee Bank and suspension from Program. Once the loss reserve
account has been transferred and the quarterly report is submitted to and received by
CalCAP, the suspension will be lifted. If the Trustee already holds the loss reserve
account, and a participating financial institution fails to comply a second time within a 12
month period, the participating financial institution will be suspended from the Program
until the quarterly report is submitted to and received by CalCAP. Furthermore, that
financial institution’s ability to participate in CalCAP SB will be reassessed by the
Executive Director.

y Submit Quarterly Report electronically to the CalCAP email address at
i ! E CalCAP@treasurer.ca.gov within 15 days of the end of the quarter.

C.Change in Lender Points of Contact

To ensure the financial institution is aware of all current CalCAP rules and regulations as
well as changes to program policies or practices, lenders should keep CalCAP informed
about any changes to key lender contacts by sending a brief memo to CalCAP with the new
or updated name, address, phone or email contact information. Specifically, lenders should
inform CalCAP of changes to:

& Main Contact — CalCAP’s primary lender contact

< Public Contact — lender contact for public inquiries (name and address will be
published on the CalCAP website)

#Financial Contact — lender contact authorized to discuss bank statements,
guarterly reports, claim refunds, etc. with CalCAP

#Mail Recipient — lender contact authorized to receive completed loan and claim
documents from CalCAP
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#General Emailing List — on occasion, CalCAP sends out email announcements for
new processes, new forms, lender roundtable meetings, etc. Lender should provide
the email addresses for those wishing to receive such correspondence.

Updates can be submitted to the CalCAP email CalCAP @treasurer.ca.gov or by mail to:

CPCFA/CalCAP SB

Ref. Change in Lender Contact
915 Capitol Mall, Room 457
Sacramento, CA 95814

:jl ‘_\ Please use “Change in Lender Contact” reference in the email subject line or in the
regular mail address line.
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VI.

LENDER TOOLS, TIPS & FAQS

This section contains tools and tips to further assist lenders in enrolling loans, submitting
claims and provides answers to most frequently asked questions. For the most recent
versions, refer to the CalCAP SB website:

A.

& CalCAP SB Homepage: http://www.treasurer.ca.gov/cpcfa/calcap/sb/index.asp

& FAQs: http://www.treasurer.ca.gov/cpcfa/calcap/sb/fag.asp

Lender Tools & Tips

1. Examples of Eligible and Non-Eligible Small Business Types

Most common small business types are eligible for participation in the CalCAP
program with CalCAP matching up to 100 percent of the combined lender and
borrower premium. However, certain businesses and activities are precluded from

enrolling in the program as shown in the table below.

small business types.

This table provides examples only and is not intended for nor should be
considered as a comprehensive, all inclusive listing of eligible or non-eligible

“"Refer to Chapter VIII for the full text of CalCAP Regulations and contact
CalCAP directly if you are unsure about the eligibility of a specific business

type.

Type of Business

Federal Funds
Lender & Borrower
Premium Match

State Funds
Lender Only
Premium Match

Airplane or Aircraft eligible eligible
Charitable, non-profit or eleemosynary institutions eligible eligible
Consumer and Marketing Cooperatives eligible eligible
Golf Course or Country Club eligible* eligible*
Government-owned Corporations eligible eligible
Health Club Facilities eligible eligible
;z(i:z?]ue?éjgorts Facilities (including handball and eligible eligible
irl:gtiigg EE;EZI;t;e)S (including roller skating, skateboarding, eligible eligible
Spas that provide Massage Services eligible eligible
Suntan Facilities eligible eligible
Tennis clubs eligible eligible
Business that earns more than half of its annual net revenue - -
from lending activities (unless a non-bank) not el 2hglale
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Type of Business

Federal Funds
Lender & Borrower
Premium Match

State Funds
Lender Only
Premium Match

Pyramid Sales Plans not eligible eligible**
Store whose principal business is the sale of alcoholic - -
: ; eligible not eligible
beverages for consumption off premises
Adult Entertainment (including strip clubs, adult bookstores,
and business whose principal business is the sale of not eligible not eligible
pornography)
Bars not eligible not eligible
Business engaged in speculative activities that develop
profits from fluctuations in price rather than though the not eligible not eligible
normal course of trade
Escort Service not eligible not eligible
FaC|I|ty Primarily Used for Gambling or to Facilitate not eligible not eligible
Gambling
Firms engaged in activities that are prohibited by federal law
or applicable law in the jurisdiction where the business is not eligible not eligible
located or conducted
Gun Club, Shooting Range or Gallery not eligible not eligible
Hot Tub Facility not eligible not eligible
Massage Parlor not eligible not eligible
Nudist Camp not eligible not eligible
Racetrack not eligible not eligible
Store or facility whose principal business is the manufacture - -
not eligible not eligible
or sale of tobacco or tobacco products
S_tore or facility whose principal business is the sale of not eligible not eligible
firearms
Note: *If a legitimate small business
**[f lawful multi-level sales organization
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2. Examples of Loans Eligible or Prohibited for Enrollment with CalCAP

While majority of business types are eligible for enrollment in the CalCAP SB program,
certain restrictions apply to the use of loan proceeds and premium match contributions if
the loan is guaranteed by CalCAP as shown in the following table.

Federal State
Loan Purpose Lender & Borrower Lender Only
Premium Match Premium Match

Refinance other financial institution debt provided original

loan was for an eligible purpose el clglte
Refinance CalCAP or other loan (enrolling advance only) eligible eligible
Fund any unguaranteed portion of an SBA loan not eligible eligible
Purchase any portion of the ownership interest of any owner - -

| o : not eligible eligible
of the business or acquisition of business
_R_elm_burse fu_nds_ owned to any owner, |n_clud|r,19 any equity not eligible eligible
injection or injection of capital for the business’ continuance
Repay delinquent federal or state income taxes unless the
borrower has a payment plan in place with the relevant tax not eligible eligible
authority
Repay taxes held in trust or escrow not eligible eligible

Loan has been made in order to place under the protection
of CalCAP prior debt that is not covered under CalCAP and
that is or was owed by the Borrower to the Participating not eligible not eligible
Financial Institution or to an affiliate of the Participating
Financial Institution (delinquency cannot be refinanced)

Passive real estate not eligible not eligible
Construction or purchase of residential housing not eligible not eligible
Refinance own financial institution debt not eligible not eligible
Financing a non-business purpose not eligible not eligible

3. How to Report the Number of Employees of a Small Business Concern &
Related Affiliates

To report the number of employees of a borrower, the lender will request that the
borrower count all individuals employed on a full-time, part-time, or other basis. If a
borrower owns multiple businesses, has acquired an affiliate, or been acquired as an
affiliate, the employees counted to determine size status include the employees of all
affiliates. Employees obtained from a temporary employee agency, professional
employment organization, or leasing concern that received payment directly from the
borrower will be included.

The borrower should consider the totality of the circumstances, including criteria used by
the IRS for Federal income tax purposes, to determine whether individuals are
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employees of their business. In general, an individual is considered an employee of a
borrower if their compensation is issued by the borrower.

l‘j Volunteers (e.g. individuals who receive no compensation, including no in-kind
= compensation, for work performed) are not considered employees.

4. How to Calculate Full Time Equivalency

The number of an employer’s Full Time Equivalents (FTES) is determined by dividing
the total hours for which the borrower pays wages to all employees during the year
by the number of employee work hours per year. The standard calculation for
employee work hours per year is 2080: calculated by multiplying 52 weeks by 40
hours per week.

Example:

In a single year a borrower pays 5 employees wages for 2,080 hours each, 3 employees
wages for 1,040 hours each, and 1 employee wages for 2,300 hours. The borrower’s
FTEs would be calculated as follows:

1. Total hours not exceeding 2,080 per employee is the sum of:
a. 10,400 hours for the 5 employees paid for 2,080 hours each (5 x 2,080)
b. 3,120 hours for the 3 employees paid for 1,040 hours each (3 x 1,040)
c. 2,080 hours for the 1 employee paid for 2,300 hours (lesser of 2,300 and 2,080)
%" These add up to 15,600 hours

2. FTEs: 8 (15,600 divided by 2,080 = 7.5, rounded to the nearest whole number)

{I! ‘:, FTEs must not exceed 500 for CalCAP SB loans.

CalCAP Small Business Program Lender Manual Vi-4



B.Frequently Asked Questions (FAQS)

For the most current FAQs, refer to the CalCAP website at:
http://www.treasurer.ca.gov/cpcfa/calcap/sb/faq.asp

Eligibility Questions
1. Are business start-ups eligible?

2. Are non-profit organization businesses eligible?

3. Is refinancing eligible?

4. Is a loan for the financing of a real estate investment eligible?
5. Is a loan for the financing of commercial real estate eligible?

Loan Enrollment Questions
1. When do | enroll a loan in CalCAP?
2. Can | “pre-qualify” a loan enroliment with CalCAP before making the loan?

3. Must | enroll the entire loan amount with CalCAP?
4. Can | enroll a CalCAP loan with a borrower who is also receiving an SBA loan?
5. When do | notify CalCAP if | have extended or renewed a CalCAP enrolled loan?

Loan Loss Reserve Questions

1. Where is the loan loss reserve maintained?

2. How much of a CalCAP loan premium must | charge the borrower?

3. Is there a way for a lender not to pay the CalCAP loan premium?

4. How much does CalCAP contribute to the lender’s loss reserve account?

Claim Reimbursement Questions

1. When should | file a claim for reimbursement on a CalCAP loan?

2. Can | defer a claim?

3. What if | recover funds after a claim has been paid?

4. What if | don’t have enough in my loss reserve account to pay a claim?

CalCAP Small Business Program Lender Manual


http://www.treasurer.ca.gov/cpcfa/calcap/sb/faq.asp

Eligibility Questions & Answers

1. Are business start-ups eligible?

YES. CalCAP loans can assist start-up businesses. All qualified businesses must satisfy all the
requirements of a “Qualified Business” and a “Small Business Concern” defined in California
Code of Regulations (CCR), Title 4, Section 8070 (r) and (v)."

2. Are non-profit organization businesses eligible?

YES. All qualified businesses must have at least one paid employee and satisfy all the
requirements of a “Qualified Business” and a “Small Business Concern” defined in California
Code of Regulations (CCR), Title 4, Section 8070 (r) and (v).

3. Is refinancing eligible?

YES AND NO. A lender may use a CalCAP loan to refinance debt held by another non-
affiliated lender provided the original loan was for an eligible purpose. A lender may not use a
CalCAP loan to refinance one of its existing loans except to the extent that the loan amount is
increased [Section 8070(s)(3)]. Thus, a lender may enroll in CalCAP only the increased loan
amount of any refinanced preexisting debt held by that lender. For example, a lender previously
loaned $50,000 to a qualified business, but did not enroll the loan with CalCAP. It will now
refinance the existing debt and loan an additional $10,000 to the qualified business. The lender
will only be able to submit a CalCAP loan enroliment requesting $10,000 loss coverage for the
$60,000 loan.

4. Is a loan for the financing of a real estate investment eligible?

NO. Loans for “passive” real estate investments cannot be enrolled in CalCAP [Section
8070(s)]. Defined in Section 8070(m), “Passive Real Estate Ownership” means the ownership of
real estate for the purpose of deriving income from speculation, trade or rental.

5. Is a loan for the financing of commercial real estate eligible?

YES. The financing of real estate being used or intended to be used for the operation of the
business of the owner of the real estate (the Borrower must be using or planning to use upon
acquisition or construction of a building, at least 51 percent of the space in an existing building
or at least 67 percent of the space in a hewly constructed building); or the ownership of real
estate for the purpose of construction or renovation, until the completion of the construction or
renovation phase.

LAl regulatory references are to Title 4 of the California Code of Regulations.
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Loan Enrollment Questions & Answers

1. When do | enroll a loan in CalCAP?

Loans must be enrolled within 15 business days of the “date of first disbursement” or date of
loan. The CalCAP Loan Enroliment Application can be emailed (preferred method) to
CalCAP@treasurer.ca.gov or faxed to (916) 589-2805 (be sure to get a fax confirmation) or
mailed to CalCAP 915 Capitol Mall, Room 457 Sacramento, CA 95814. Whichever method you
chose, it must arrive in our office before the end of the 15" business day.

2. Can | “pre-qualify” a loan enrollment with CalCAP before making the loan?

YES. CalCAP encourages patrticipating lenders to contact CalCAP staff if they are unsure if a
borrower or a proposed loan satisfies the enroliment requirements for a “Qualified Business” or
a “Qualified Loan” in Section 8070. However, CalCAP lenders are still required to submit the
loan enrollment form for final review and approval by the Executive Director of the California
Pollution Control Financing Authority or his or her designee.

3. Must I enroll the entire loan amount with CalCAP?

NO. The lender determines how much of its loan to enroll with CalCAP. For example, the
lender may loan $50,000 to the borrower, but it may choose to enroll only $10,000 of the loan
with CalCAP. The premium is only charged on the amount enrolled. In case of a loan default,
the lender can only recover any outstanding amount from that portion of the loan that was
enrolled with CalCAP. Interest and expenses will be paid in proportion to the enrolled amount.

4. Can | enroll a CalCAP loan with a borrower who is also receiving an SBA loan?

YES AND NO. CalCAP complements SBA programs with its full loan loss protection. For
example, a CalCAP lender can make a $100,000 loan and enroll it with SBA. SBA may protect
$85,000 (85%) of the total loan amount. The CalCAP lender can enroll the uncovered SBA
amount of $15,000 with CalCAP, thereby providing the lender 100% loan loss protection for the
loan. However, CalCAP cannot use Federal funds for the premium contribution for the
unguaranteed portion of an SBA loan. This means CalCAP will contribute other available
funds at a slightly lower amount.

5. When do | notify CalCAP if | have extended or renewed a CalCAP enrolled loan?

Notification of extended terms will be indicated on the required quarterly report that the lender
submits to CalCAP. If the enrolled portion of the loan amount has increased, then the lender
must submit a new loan enroliment form with evidence of the additional borrower and lender
loan premium contributions based on the increased CalCAP covered portion of the loan.
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Loan Loss Reserve Questions and Answers

1. Where is the loan loss reserve maintained?

Loan loss reserve accounts are held by the CalCAP Trustee, or by a CalCAP lender upon
approval of the Executive Director. The loan loss reserve account must be held in a federally
insured, demand deposit, interest-bearing account, with no fees [Section 8073(c)].

2. How much of a CalCAP loan premium must | charge the borrower?

The CalCAP lender must charge 1 to 3.5 percent of the enrolled loan amount to the borrower for
deposit in the CalCAP loan loss reserve account [Section 8070(d)]. The CalCAP lender
determines the loan premium amount to charge the borrower and pays an equal premium.

3. Is there a way for a lender not to pay the CalCAP loan premium?

YES. The borrower can agree to pay both the lender and borrower loan premiums. They must,
however, sign the “Borrower Agreement to Pay Lender”. This would then be included with the
enrolliment application when it is submitted to CalCAP.

4. How much does CalCAP contribute to the lender’s loss reserve account?
Generally, CalCAP matches the borrower and the lender premium. For example:

ENROLLED LOAN AMOUNT = $100,000
Borrower premium (2%) = $2,000

Lender premium (2%) = $2,000

CalCAP contribution (4%) = $4,000

Total loss reserve contribution = $8,000

However, if the small business is not eligible to receive Federal fund contributions, other
CalCAP funds may be available at a lower matching amount.

ENROLLED LOAN AMOUNT = $100,000
Borrower premium (2%) = 2,000

Lender premium (2%) = 2,000

CalCAP contribution (3%) = 3,000

Total loss reserve contribution =$ 7,000

CalCAP Small Business Program Lender Manual VI-8



Claim Reimbursement Questions & Answers

1. When should I file a claim for reimbursement on a CalCAP loan?

A lender can file a claim by submitting a CalCAP Financial Institution Claim Application within
120 days of charging off all or part of a defaulted loan. The lender may file a claim for
reimbursement of a loss before the liquidation of collateral or the realization of personal or other
financial guarantees, or recovery of outstanding amounts from other sources [Section 8074(a-d)].

2. Can | defer a claim?

YES. The lender may defer making a claim for up to 180 days from the date of charge off, but
must still notify CalCAP in writing within 120 days of the charge off.

3. What if | recover funds after a claim has been paid?

The lender will reimburse the loss reserve account the amount received, less expenses related
to recovery. The reimbursement is essentially the amount of money needed to fully recover the
lender’s loss on the loan, even if a portion of the loan was not enrolled in CalCAP. Recoveries

which exceed reimbursements to the loss reserve account may be retained by the lender.

4. What if | don’t have enough in my loss reserve account to pay a claim?

If there is not enough money in a lender’s loss reserve account to fully cover the loss, the lender
can withdraw the amount in the loss reserve account at that time (less the interest accrued).
Once the loss reserve account is replenished, the lender can withdraw additional funds to fully
cover the earlier claim, as long as that does not exceed 75% of the loss reserve account at that
time.
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VII. SAMPLE LOAN ENROLLMENT APPLICATIONS, CERTIFICATIONS &
FORMS

Samples of forms required by CalCAP are provided in this Chapter for quick reference.
Lenders should refer to the CalCAP SB website to download the most current forms:

& http://lwww.treasurer.ca.gov/cpcfa/calcap/sb/index.asp
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1. CalCAP Small Business Lending Loan Enrollment Application

CALIFOENIA CAPITAL ACCESE PROGEAM 915 Capitol Mall, Boom 437
Cabiformia Pollution Ceonizrel Fimamcmg Anthority Sacramento, CA 25314
CalC ARE freasurar ca. gow Fax (914) 360-2B03
CalCAP | CalCAP
Tse Loan#
Omly Diate
Beceived

CalCAP LOAN ENROLIMENT APPLICATION
Lender Information

Partcipating Lendsr Lender ITi#
Loan Officer Name Phone
Loan Officer Email

Borrewer Informacion

Hame DBA

Address City County Zip
Type of Business/ Activities What year was the business incorporated or opened?
Annual Fevemues Last Fiscal Year § Average Annual Fevemue Last 3 Vears §

Wumher of Employees Number of Full Time Equivalents Tob: created Tobs retained

Is business located im a Severcly Afected Compunity? [Ties [JNe

Will loan monies be used at above address? OOYes [T¥e If no, location where loan will be used:

Address City Conmty Zip
WAICS Code Census Tract #
htp 2 ererw. census. powees Www naics” httpfworw fiec. gow' Geocode/dafanlt.aspx
Purpose of Loan
[s business minority owned? [JVes e [ Decline to Answer Is business woman owned? [JVes [We [Decline to Answer

[s business veteran owned” [JYe: [(We [JDechnoe to Answer

Loan I aion

Is this loan enrolled in any other government guarantes program?  [JYes [We  If Yes, name the program:

What percent of loan is enrolled in other program?™ ‘% What percentage of loan is being eorolled i CalCART Y
Lender Loan Number Typeof Loan: [] Line of Credit [[Term Loan

Total Loan Amount b Loan Amount Enrolled m CalCAP §

Cate of First Disbursement (Date of Loan) Matarity Date

Imterest Rate % [Fimed []Variable Isthe loan secured? [] Ves [ Mo

Is this loan a restracture of a prior CalCAP Loan? [ Yes [(JNe  If Yes. provide the CalCAP Loan £

Femaining balance on loan bemg resmecred- § Amount of increase requested: 3

Bormower Pramium 3 % Lender Premium § b

Is an Independent Contritutor being nsed o pay the premiums?[ ] Yes [JNo  IFypes. Name of Conmbutor Program

WHED CompIEte, PIEase send 10: LAl b i T=asurer.Ca By OF DY 19% (S10) Sau-2800 Revised Aprif 5, 2082
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CALIFOENIA CAPITAL ACCESE PROGEAM 515 Capitcl Mall, Bocm 437
Cabiformia Pollution Centrol Fimancing Anthority Sacramsanto, CA 95814
CalC APYE treasure ca. §ov Fax (PL4) 5B9-2B03

Borrewer Name Lender Loam Number

By enrollizg this loan the Participating Financial Institntion certifies, based in part on isfermation provided by the Borrower (please imitiall exch ftem)-
* all capitalired terms ars defined n 4 CCR 56070 of the California Cods of Regulatons.

Ths loan is a Cualified Lean #x defined in 4 CCR. §80T0s) of the Cakiforsis Cods of Regalations.
Tha busines: receiving the Jualified Loan is a {ualified Business, as defined @ 4 CCR 8070 or 4 CCR §8078.2(c) of the Califomia Code of Regulatons.
Tha Cmalified Loan is for 2 busmass activity that has s Primary Econcmic Effect in Califormia as defned in 4 CCR §8070{0) of the CPCFA Rsagulations.

The Participating Finamcial Entrtntion will prowide inforeation from finandal recerds of the Borower wpen mequest of the Executive Dimctor of the CPCFA, and
the Participating Financial Estitution kas obtaized the consent of the Bomrowsr 1o sech disclomrs.

Ths Particpating Frmancial betintion hay obiained a writien representation from the Borrowar that the Borower has no egal, beneficial or equitable, tbarest m
the Feas or the Matching Comtxibertion.

The enrolled amscunt of the loan doss not excesd 52, 300,000
The Participating Fimancial Extttubon has notified the Bommowsr if the Partcipatag Financial mstimtdons share of the Fees for the (uzlifisd Loan has besn padd
by thi Bomower.

Ths Participating Financial Futrintion has obtained a written repmessatation oo the Boerower that 5t has secured or mads application for all applicable liceanses er
parmits nesded to condwct its business.

Tha Participating Finamcial Buittntion has not, and will mot, snmoll the w@ese loan or porton thereof in any other govemment program swhstmitially similer to tha
Program

Tha Bomrower has received the CPCFA/CalCAP Privacy Notice.

For participation in the Federal fund, the Participarins Finascial Institeton mmst obiain the following ssserances from the Borrower per 4 CCR §8078.2
of the California Code of Regnlation::

Ths loam is nsed for 2 business purpose 2llowed by the U5, Trasory:

Ths loan will not be nued for purposes prohibited by the U5, Treasory.

Tha lean will not be used to fnance inaligible basmessss prohibited by the TLE. Treawmry.

For participation in the Federal fund, the Leader hereby certifies to the Seate the following -

This loan has ot besn made in crdar to plecs wnder the protection of the sixte program prior deb that is not coversd undar the strte program and that & o7 was owed by
tha borrower to the leader or to 2z offlatk of the landar.

Tha loan &5 not a mfnmcng of a lean previousty mads te that borosar by the leoder or an affifiate of the lendar.
This kander is not atsmgpting bo eoroll the unguaranised portions of SBA-gnarniesd Inams.

As required by Section 3011{cH2) of the Small Busmes Jobs Act of 2010, the private antity harsky cartifies to the State that tha Principals of the privats sofity
haws not besn comvicted of 2 wex offense agamst 2 minor {35 vach s are defined in section 111 of the Sex Ofender Rogistaton and Mottcation Act (42 U.E.C.
16511}). For the purposes of this Cartification, Principal means the follvwing: if a sole propristombip, the propaistor; if a parmerdhip, sach mamaging parmer and
cach parmar whe is a namral pereon and holds & 30% or mors ownerddp ivemst i the parmenhbip; and if 2 corpomation, Emited lishility corspany, swsociztion or a
development compasry, sach direcior, sach of the five meat highly compensabed sxwcotives or oficem of the entity, and sach natwmal parson who 15 & direct or
indimect bolder of 20%: or moms of the cwnenhip stock or vock equivalent of the wtity.

Tha Participating Finamcial Iutitution acknowiedges that its lending activites are subject to safuty and smmdness standards as sat forth in any applicabls fedaral
bankmg regalations.

Antherized Lemder Sipnaturs Tide Date
Californin Pollution Conirel Finandeg Amthority Uze Onkr
CalCAP Analyst’s Data Eavigwur's Cate
Lozn Mumbar Imitials Initiak
FUND 2 FUND 2 FiMD o
Comiribution Amount § Contribution Amount § C omiribution Amount §

Awmthomred Srgmatnre

Dindua:

WhED complete, please Send 10; Ll AL WITeASarEr £d FOv OF 0y 105 (910) Sh0-2800

CalCAP Small Business Program Lender Manual

Revised Apni 5, 2012

VII-3




. CalCAP Small Business Borrower Agreement to Pay Lender Fees

CALTFORNIA CAPITAL ACCESE PROGEAM 915 Capital Mall, Room 437
Californin Pollntion Control Fimancimg Anthority Sacramemto, CA 5814
CalC AP e vorer. ca gov Fax (916) J89-2805

CalCAP BOEROWER'S AGREEMENT TO PAY LENDER'S FEES

Total amount enrolled in CalCAP or
Lender Loan 2 advance for thiz ansaction
Lender Premium = § o *Note: The Lender
and Borrower
a Tremdoms oot
Bomower Premiom  § i match.
Total Premium Contribution fo be paid to CalCAP  § %
Total Premium Contribution to be paid
by the Borrower $ %

Porsuant to 4 CCR. §8072{c)(22), the Bormower hereby acknowledees and agrees fo pay all ar a portion of the total CalCAP premium contmibution to
mnclude their premimm, as well as, all or a pordon of the Lender™s premium for the aforementioned loan

Bomower's Name

Business Wame

Borrower Signatire Date

Please submit with Loan Enreliment Application to CalCAPGireasurer ca. gow Revised April 17, 2012
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3. CalCAP Small Business Borrower Certification

BOEROWER CERTIFICATION FOR SMATT BUSINESS LOAN ENEOLILMENTS

Your loan is being enrolled in the California Capital Access Program (CalCAP). You are the
“Borrower”. By signing this document below, you certify to the following:

*  Borrower is 3 small business concem s defined in 4 CCR 5807} of the Californiz Code of Regulations which state:
fr} “Qualified Business" ard “Smal Businass Concern™ means ¢ business as set forth in Health and Safety Lode Saction
44559 2 subdivision (i} and {m], that is net dominant in its fiekd of cperation, and that together with affilictes, has 500 or
fowar emplopees. © (1) "Qualified busingss” means ¢ smal busisess concam that mests both of the following criteno,
regordiess of whether the small busingss comcam fas operctions that gffect the environment:
(1} it ix o corporotion, portnarship, cooperative, or otier entity, whether that antity it o nonprofft entity or an entity
estobliched for profit thet is authorizod to conduct businass in the state.
(2] kas its primary business location within the boundories of the state.
fm} “Smal business concern” fas the same meaning as in Section 532 of Tithe 15 of the United States Code, or g5 otharwise
provided in reguistions of the authority.

=  “Primary business location in California” as defined in 4 CCR S8070{n} of the California Code of Regulations means that a
business will be deemed to be located in California i either:
(1) & majority of the ampicyess of the businass are borted in Cofiformia; or
(2] tha Executive Director determinas that the Primary busines: iooation is in Colifomio by finding thot the oweroge of the
“Peyroll Fector” os dafined in Revenue and Taxstion Code Section 25132, the "Income Factor” az dafined in Rovenue ond
Texation Code Soction 25128, and the "Sales Foctor” as defined in Rewanue ond Tasetion Coda Saction 25134 iz grocter than
50 parcent.

*  Borrower cbtained a loan that is for 2 business activity that has its primary economic effect in California a5 defined in 4 CCR
5B07D|o) of the Californiz Code of Regulations which state:
(o} “Primary economic effect in Colifiornio” means, as oppiied te 0 business activity, that either of the fotlowing conditions
st
At feast 51 percant of tha totol revenues af the business activity are genenoted in California; or
At [east 51 parcant of tha totnl jobs of the businass activity ore created or retained in California.

= Borrower agrees to silow the participating finandal institution to provide information frem financial records of the Borrower
upon request of the Executive Director of the CPCRA

= Borrower has no legzd, beneficial or equitzble, interest in the fees or the matching contribution.

] The maximum bosn amount is 55,000,000 and the Borrower is imited to 3 maximum of 52,500,000 enrolled overa 3 year
pErimel.

= Bormower was notified, in writing, if the participating financial institution’s share of the fees for the gualified loan were paid
by the Borrower.

&  Borrower has secured or made application for 2l applicable licenzes or permits nesded to conduct its business
- Borrower has received the CPCFA/CIICAP Privacy Notice.
Whenever your loan is related to Federal Funds, the following Borrower assurances apply:

The loan proceeds will be used for @ “business purpose.” Business purpose includes, but is not Emited to, start up costs, working
capital, business procurement, franchise fees, equipment, inventory, as well s the purchase, construction renovation ar tenant
improvements of an efigible place of business that is not for passive real estate investment purposes. The definition of business
purpose excludes: activities that relate to soquining or holding passive inwestments, such as commencial real estate ownership and the
purnchase of securities; and lobbying activities, as defined in Section 3{7) of the Lobbying Disclosure &ct of 1985, P.L 104-65, as
amengsd.
The lozn proceeds will not be used to:

=  Repaya delinguent federal or state income taxes unless the Borrower has 3 payment plan in place with the relevant taxing
authority.

Poge 1 of 2 Aevized Docomber 18, 2013
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= Repay taxes held in trust or escrow, e.g. payoll or sales taxes.
=  Reimburse funds owed to any owner, includ ng any equity injection or inpection of Gipital for the business” contineance.
=  Purchase any portion of the ownership inter=st of any owner of the business
Berrower is not:
- An saecutive officer, director, or princpa! shereholder of the lender.
- & member of the immediate family of an exscutive officer, director, or prindpad shareholder of the lenders.
= A related interest of an executive officer, director, principal shareholder, or member of the immediate familky.

For the purposes of these three restrictions, the termis "executive officer”, “director”, "prindpal chareholder”, Simmediate family”. and
“related interest” refer to the same relationship to 2 knder as the relationship described in part 215 of tide 12 of the Code of Federal
Begulations, or any successor to such part.

The borrower is not:

= & business engaged in speculative activities that develop profits from fluctuations in price rather than throwgh normal course
of trade, such as wildcatting for oil and dealing in commodities futures, unless those activities ze inddental to the reguiar
activities of the business and part of 2 legitinate ritk management stratepy to puard agains price fluctuations related to the
repular activities of the business.

- A buzitrezs Wil canns smee Uhen bl ol il smoed nel cevenioe hoos lending e bivilies, unlers Lhe Losieess s o smor-leendk o

non-bank holding company Community Development Financial Institutions.

= A business engaged in pyramid sales, where s participant's primary incentive is based on the salzs made by an ever-
increasing number of participants.

= & business engaged in activities that are pronibited by federal law or applicable faw in the jurisdiction where the business is
inted or conducted. [Included in these actwities is the prodection, servicing, or distribution of otherwiz= legal products that
are to be wsed in connedtion with an illegad sctivity, such as selling drog paraphemaliz or operatng a motel that knowingty
permits illegsl prostitution .

= A business engaged in gambling enterprises, unless the business eams less than 33% of its annual net revenue from lottery
sales.

As required by Section 3011{cl{2] of the Small Business lolbs Act of 2010, the private entity hereby certifies to the participating State
that the Prindpads of the private entity have not been convicted of a sex offense sgainst 2 minor (&5 such terms are defined in section
111 of the Sex Offender Registration and Motification Act (€2 U_5.C. 16%11}). For the purposes of this Certification, Prindpal means the
folowing: if 2 sole proprietorship. the proprietor: if 3 partnership. each managing partner and sach partrer who is 2 naturs! person
ard hodds 2 20% or more ownership interest in the parmership; and if 2 corporation, limited liability company, associztion or a
develnpment company, ewch director, each of the five most highly compensated exeoutives or officers of the entity, and each natural
person who is a direct or indirect holder of 20% or more of the ownership stock or stock equivalent of the entity.

Business Mame (please pint) Lender Loamn #
Individual Name [please prind] Individual Title (a5 if pertains fo the business)
Signature of ahnwe Individoal Nate

Page 2 af 2 Revired Docombar 18, 2013
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4. CalRecycle Borrower Certification

Department of Resowees Recycling and Recovery
And Cabiforma Pollution Control Financing Awtherity
Apreament NMumber: DER11072

Attachment A (Page 1 of 2)

Department of Resources Recveling and Recovery (CalRecycle)
1001 I Street, Atin: RMDZ Loan Program, Mail-stop #9, Sacramento, CA 95814

EOERROWER PROJECT ELIGIEILITY CRITERIA AND CERTIFICATION FORM
(Revised Mav 20133

The undersigned Borrower hereby applies for CalRecycle funds to pay the borrower’s and lender’s
premium for participation in the California Pollution Control Financing Authority (CPCFA) California
Capital Access Program (CalCAP). The lender will submit this form with the standard CalCAP Loan
Enrollment Form to CPCFA. For assistance, see CalRecycle contact information below.

Eligible Applicants and Projects®:
(Check an appropriate box)

0 SOURCE REDUCTION: Applicant 1s a business that practices, or proposes to practice,
appropriate source reduction by performing specific actions that cause a material net reduction

in the generation of solid waste in the production of a product.

0 REUSE: Applicant iz a business that reusers a produoct (not a material) which has served its
nsefil life, and provides new value to the product, by reconditioning, reprocessing, or some
other value-added process which makes the produect usable again for its original intended
purpose. In all cases, the project must demonstrate that it will have a reduction in the amount
of material being disposed of in California’s landfills.

0 RECYCLING: Applicant is a business that recyeles by using post-consumer or secondary
materials to produce a value-added finished product or provides necessary intermediate
processing of a recyeled/recovered material A valve-added produet i3 one in which a material
has changed its character or composition through a mammfacturing process. This differs from
collecting, sorting, and baling of recycled/recovered material for convenience or ease of
transportation.

The full project criteria and examples may be viewed on the CalRecycle website at:
www.CalRecycle.ca. gov/rmdz/loans

Corporations and limited liability companies nmst be duly anthorized to do business in California and
properly registered with the Secretary of State (SOS). The SOS website 15 http:/lcepler sos ca gov/!

In all cases. the borrower agrees to annually submit documentation. upon request of CalRecycle. to
verify annual diversion of solid non-hazardous waste from California’s landfills.

*The materials and or products that are source redoced, reused, or recycled exclude metals, electronic
waste, and hazardouns waste.
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Department of Resources Recycling and Recovery
And California Poliution Control Financing Authority
Agreement Number: DRR11072

Aftachment A (Page 1 of 2)

(Business Mame)
(Website)
Proposed Loan Amount Borrower’s Preminm Lender’s Preminm
(Borrower’s Signature and Title) (Diate)
(Business Address) (Phone Number)

CalRecyele Approval:
CalFecycle approves paying the borrower’s and lender’s prenuums to participate inCalCAP.

Bw:

(Signature) {Date)

0O Tim Brannan Loan Officer
Email: Tim Brannan@CalRecyele ca gov
Phone: (916) 341-6408
Fax: (916) 319-7549

O Shirley Hom, Loan Officer
Email: Shirlev Hom@@ CalRecvcle ca. gov
Phone: (916) 341-6227
Fax: (916) 319-7362

0 Govindan Viswanathan [ oan Officer
Email: Govindan Viswanathan® CalRecyele ca gov
Phone: (916) 341-6536
Fax: (916) 319-7523

O Jim La Tanner. Supervisor
Email: Jim ILaTanner@CalBecvcle ca gov
Phone: (916) 341-6497
Fax: (916) 319-7665
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5. CalCAP Small Business Privacy Notice

STATE OF CALIFORNIA
CALIFORNIA POLLUTION CONTROL

FINANCING AUTHORITY .
915 Capitol Mall, Room 457 'i;": afi,
Sacramento, CA 95314 ‘:.“"*'ii“ J,
Telephone: (916) 654-5610 R P

Telecopier: (916) 657-4521

Privacy Notice

The California Information Practices Act of 1977 (Civil Code §1798.17) requires
that this notice be provided when a governmental agency collects the personal
information of individuals. Name, address, telephone number, gender, race,
business and financial information related to this loan is requested by the
California Capaital Access Program (CalCAP) of the California Pollution Control
Financing Authority for the purposes of statistical reporting on loan activities and
assessing compliance with CalCAP program requirements. It 15 mandatory for the
lender to provide this information to CalCAP. Failure to provide the information
may result in rejection of the application.

The mformation mav be disclosed under the following circumstances: (1) to
consultants. auditors or contractors retained by the California Pollution Control
Financing Authority where disclosure is required to fulfill CalCAP program
requirements; (2) to another governmental entity where required by state or federal
law; or (3) as otherwise required by law.

The agency official responsible for the maintenance of the personal information 1s
the CalCAP Program Manager, at 915 Capitol Mall, Suite 457, Sacramento, CA
95814, Tel: (916) 654-5610. California Code of Regulations §8072 authorizes the
solicitation and maintenance of the personal mformation requested. Borrowers
have the night to access their information upon request by contacting the CalCAP
Program Manager.

Copy to Borrowsr: DO NOT Submit to CalCAP

Revised April 6, 2012
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6. CalCAP Small Business Financial Institution Claim Application

CALTFORMIA CAPITAL ACCESS PROGEAM 015 Capitol Mall, Foom 4357
California Pollation Control Financing Authority Sacramento, CA 95814
Telephone (214) §54-5610

Fax (916) 380-2805

CalCAP FINANCIAL INSTITUTION CLATM APPLICATION
NOTE: A lender is required to notify the Authonity within 120 days of when the lender has charged off all or part of a qualified loan
as a result of default by a borrower. If the form is filled out properly and the lender has faithfolly complied with CalCAP

requirements, CPCFA will authorize the Program trustee to reimburse the lender from the lender’s loss reserve account within 30
business days.

Lender and Borrewer Information

Participating Lender: Lender's CalCAP ID #:

Lender Contact: Name: CalCAP Loan Number:
Phone: Borrower’s MName:
Address: Bomower DBA:

Loan Infermation

Omiginal Principal Amount of Loan: Date of Loan:

Diefault Amonnt; Date of Default:

Is this loan secured? (J¥es [OMo Date of Charge-off

If yes, what form of security

Was the loan in the first $1 million of CalCAP loans made by lender? [J¥es [No
Have enforcement proceedings begmn? [JYes [¥o
Lender’s priotity of claim (If twe or more claims filed by lender);

Claim Information
Oistanding Principal 3
Accrued and Unpaid Interest 3
Omt-of-pocket expensas 3
{Attzch detailed explanation)
Total b

Please attach loan history report.

# The lender warrants this claim is being filed within 120 days of the loan being charged off and that charge-off was consistent with
the lender’s usual methods for taking action on loans not enrolled i the Program
+ Lender will, as CPCFA's agpent, pursue additional recovery on this defaulted loan through legal proceedings, seizare and
lignidation of collateral, puarantess, and'or other sources.
# Lender certifies it has given notce to the Authority of the mnitial enrollment of the loan in CalCAP, and either:
{1)has given notice to the Aunthority of any renewals or extensions of the loan; or
(2) the loan was contimuously renewed or extended since the date of its inifial enrollment in CalCAP.

Authorized Signature Date

Titla

Euthoriged Signatures Date Amount

When complete, please send to: CalC AP aimeasurer ca gov or by fax (016) 580-2805 Revized February 14, 2
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VIIl. REGULATIONS

A.CalCAP Requlations

CURRENT TEXT OF REGULATIONS (December 2013)
Title 4. Business Regulations Division 11. California Pollution Control Financing
Authority. Article 7. Capital Access Program for Small Businesses

8 8070. Definitions.

In addition to the definitions in Section 8020, the following terms shall have the following
definitions, unless the context requires otherwise:

(@) “Borrower” means a Qualified Business which obtains a Qualified Loan from a Participating
Financial Institution.

(b) “Contribution” means any or all eligible funds deposited to a Loss Reserve Account.

(c) “Executive Director” means the Executive Director of the California Pollution Control
Financing Authority, or his or her designee from time to time.

(d) “Fees” or “Fee” and “Premiums” or “Premium” means a non-refundable fees or fee as
set forth in Health and Safety Code Section 44559.4(c).

(e) “Financial Institution” means an institution as set forth in Health and Safety Code Section
44559.1(d). Financial Institution also includes microbusiness lenders, as defined in Section 13997.2
of the Government Code that make small business loans and require a minimum of four hours of
preloan business technical and/or credit assistance to borrowers and a minimum of two hours of
postloan assistance each year, and are subject to an audit requirement by its Federal or State
regulated funding source.

(f) “Independent Contributor” means any individual, company, corporation, institution,
foundation, utility, government agency or other entity, including any consortium of these persons
or entities, whether public or private (but excluding any Borrower), that, pursuant to the provisions
of this Article, deposits Contributions to a Loss Reserve Account.

(9) “Individual” means a natural person, together, if applicable, with any of his or her spouse,
parents, siblings or children or the parents or spouse of any of them.

(h) “Law” means Article 8 (commencing with Section 44559) of Chapter 1 of Division 27 of the
California Health and Safety Code, as amended from time to time.

(i) “Loss Reserve Account” means an account held by a Program Trustee or by any
Participating Financial Institution that is established and maintained by the Authority for the
benefit of a Participating Financial Institution for the purposes set forth in Section 8073 and
Section 8078.2.

(j) “Matching Contribution” means a contribution to a Loss Reserve Account as set forth in
Health and Safety Code Section 44559.4(d).

(k) “Money Market Fund” means an open-ended management investment company regulated
under the Investment Company Act of 1940, as amended, which values its securities pursuant to
Section 270.2a-7 of Title 17 of the Code of Federal Regulations.

() “Participating Financial Institution” means a Financial Institution that has been approved by
the Authority to enroll Qualified Loans in the Program and has agreed to all terms and conditions
set forth in the Law and this Article and as may be required by any applicable federal law
providing matching funding.

(m) “Passive Real Estate Ownership” means ownership of real estate for the purpose of deriving
income from speculation, trade or rental, but does not include any of the following:
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(1) The ownership of that portion of real estate being used or intended to be used for
the operation of the business of the owner of the real estate; or

(2) The ownership of real estate for the purpose of construction or renovation, until
the completion of the construction or renovation phase.

For purposes of clause (1) above, the Borrower must be using or planning to use upon
acquisition or construction of a building, at least 51 percent of the space in an existing building
or at least 67 percent of the space in a newly constructed building. The requirements of clause
(1) above will be deemed to be satisfied when a Participating Financial Institution makes a
Quialified Loan to an Individual, or to a partnership or trust wholly owned or controlled by one or
more Individuals, for the purpose of financing property that will be leased to a Qualified
Business that is wholly owned by those same Individuals, and in such case the Qualified Loan
will be deemed to be made also to such Qualified Business.

(n) “Primary business location in California” means that a business will be deemed to be located
in California if either:

(1) a majority of the employees of the business are located in California; or

(2) the Executive Director determines that the Primary business location is in California by
finding that the average of the “Payroll Factor” as defined in Revenue and Taxation Code
Section 25132, the “Income Factor” as defined in Revenue and Taxation Code Section 25128,
and the “Sales Factor” as defined in Revenue and Taxation Code Section 25134 is greater
than 50 percent.

(o) “Primary economic effect in California” means, as applied to a business activity, that either
of the following conditions exists:

(1) At least 51 percent of the total revenues of the business activity are generated in California;
or

(2) At least 51 percent of the total jobs of the business activity are created or retained in
California.

(p) “Program” means the Capital Access Loan Program for Small Businesses established
pursuant to the Law.

(q) “Program Trustee” means a bank or trust company, or the State Treasurer, chosen by the
Authority from time to time to hold or administer some or all of the Loss Reserve Accounts.

(r) “Quialified Business” and “Small Business Concern” means a business as set forth in
Health and Safety Code Section 44559.1 subdivision (i) and (m), that is not dominant in its field
of operation, and that together with affiliates, has 500 or fewer employees.

(s) “Qualified Loan” means a loan or a portion of a loan made by a Participating Financial
Institution to a Qualified Business for any business activity that has its Primary economic effect in
California. A Qualified Loan may be made in the form of a line of credit, in which case the
Participating Financial Institution shall specify the amount of the line of credit to be covered under
the Program, which may be equal to the maximum commitment under the line of credit or an
amount that is less than the maximum commitment. A Qualified Loan may be made in the form of
a TRAC Lease when the Loan Loss Reserve Account is funded from an Independent Contributor.
“Qualified Loan” does not include any of the following:

(1) A loan for the construction or purchase of residential housing.

(2) Alloan to finance Passive Real Estate Ownership.

(3) A loan for the refinancing of debt already held by the Participating Financial Institution other
than a prior Qualified Loan enrolled under the Program, except to the extent of any increase in
the outstanding balance.

(4) A loan, the proceeds of which will be used

(A) to provide any of the following facilities, regardless of the source of funds used for the
Authority's matching contribution: massage parlor, hot tub facility, racetrack, facility primarily used
for gambling or to facilitate gambling, liquor store, bar, a store or other facility whose principal
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business is the sale of firearms, a store or other facility whose principal business is the
manufacture or sale of tobacco or tobacco products, escort service, nudist camp, adult
entertainment (including strip clubs, adult book stores, and businesses whose principal business is
the sale of pornography), gun club, shooting range or gallery.

(B) to provide any of the following facilities when the Authority's matching contributions will be
paid for with fees from the issuance of tax-exempt bond sales, all items listed in (A) and: a store
whose principal business is the sale of alcoholic beverages for consumption off premises, private
or commercial golf course, country club, spas that provide massage services, tennis club, skating
facility (including roller skating, skateboard, and ice skating), racquet sports facility (including any
handball or racquetball court), suntan facility, airplane, aircraft, skybox (or other private luxury
box), health club facility.

(C) in any manner that could cause the interest on any bonds previously issued by the Authority
to become subject to federal income tax, as specified in writing to all Participating Financial
Institutions by the Executive Director.

(5) any loan or portion thereof to the extent the same loan or portion thereof has been, is being,
or will be enrolled in any other government program substantially similar to the Program.

(6) any loan that exceeds $5,000,000.

(7) any loan or portion thereof to the extent that enroliment of the loan will cause the Borrower
(including all related entities among which a common enterprise exists) to have a total enrolled
principal amount in excess of $2,500,000 at any Participating Financial Institution over a three-
year period.

() “Severely Affected Community” means any area classified as an enterprise zone pursuant to
the Enterprise Zone Act, Chapter 12.8 (commencing at Section 7070) of Division 7 of Title 1 of the
California Government Code; any area, as designated by the Executive Director, contiguous to
the boundaries of a military base designated for closure pursuant to Public Law 101-150, as
amended; and any other comparable economically distressed geographic area so designated by
the Executive Director from time to time.

(u) “Small Business Assistance Fund” means a fund of that name created by the Authority.

(v) “Standards” means the criteria to be used by an Independent Contributor in assisting
businesses through the Program.

(W) “TRAC Lease” means “Terminal Rental Adjustment Clause” as defined in Section 7701 (h) (3)
of Title 26 of the United States Code.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Sections 44559.1, 44559.2, 44559.3, 44559.4, 44559.5, 44559.7, 44559.9 and
44559.12, Division 27, Health and Safety Code.

§ 8071. Application by Financial Institution.

(@) A Financial Institution seeking to participate in the Program will complete a registration
application provided by the Authority.
The application shall include the following information:

(1) name of applicant Financial Institution.

(2) name, address and telephone number of contact person.

(3) combined capital and surplus as of the end of the Financial Institution's most recent fiscal
year.

(4) number of lending branches.

(5) certification that the applicant Financial Institution is not subject to a cease and desist
order or other regulatory sanction with the appropriate federal or state regulatory body, which
would impair its ability to participate in the Program, and the name of that body.
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(6) a full description of the board of directors, including number, race, ethnicity and gender of its
members.

(7) the Financial Institution's rating from a nationally recognized credit rating agency which
assesses the financial soundness and stability of financial institutions.

(8) the Financial Institution's agreement to follow the Program's procedures as set forth in the
Law and this Article.

(9) the Financial Institution's agreement to permit an audit of any of its records relating to
enrolled Qualified Loans, during normal business hours on its premises, by the Authority or its
agents, and to supply such other information concerning enrolled Qualified Loans as shall be
requested by the Executive Director.

(10) acknowledgment by the Financial Institution that the Authority and the State will have no
liability to the Participating Financial Institution under the Program except from funds deposited in
the Loss Reserve Account for the Participating Financial Institution.

(b) Upon receipt of a completed application, the Executive Director will within 10 days review
and determine whether additional information is required, or whether the application is sufficient to
permit the applicant to be a Participating Financial Institution. The Executive Director's decision
whether an application is sufficient shall be final.

(c) A Participating Financial Institution shall be authorized to request the Authority to establish
two or more Loss Reserve Accounts for such institution, so that the institution shall be able to
allocate any Qualified Loan enrolled under Section 8072 to whichever Loss Reserve Account it
designates.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Section 44559.2, Division 27, Health and Safety Code.

8§ 8072. Loan Enrollment.

(a) The terms and conditions of Qualified Loans, including interest rates, fees and other
conditions, shall be determined solely by agreement of the Participating Financial Institution and
the Borrower.

(b) A Participating Financial Institution shall be authorized to enroll under the Program all or a
part of any Qualified Loan:

(1) by notifying the Authority in writing, within 15 business days after the Qualified Loan is
made, that it is enrolling a Qualified Loan. For purposes of this section, the date on which the
Participating Financial Institution makes a Qualified Loan is the date on which the Participating
Financial Institution first disburses proceeds of the Qualified Loan to the Borrower; and

(2) by transmitting to the Authority the Fees collected from the Participating Financial Institution
and the Borrower, or from an Independent Contributor on behalf of the Borrower and/or the
Authority, in connection with the Qualified Loan, and by providing written evidence that the Fees
have been deposited in a Loss Reserve Account held by either the Participating Financial
Institution or the Program Trustee.

(c) The natification to the Authority shall include at least the following information:

(1) Borrower name, D/B/A (if any), and the business address.

(2) Brief description of the Borrower's business and regular activities, either the SIC Code(s)
or the NAICS Code(s) applicable to such business, and the amount of its annual revenues.

(3) Whether this business has been open for two years or more, and is owned by one of the
following: a woman, minority, or veteran.

(4) Brief summary of the intended use of the proceeds of the Qualified Loan.

(5) Amount of the Qualified Loan being enrolled (and indication if less than the full amount of
the Qualified Loan is being enrolled) and the lender loan number.
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(6) Type of the Qualified Loan (e.g., line of credit, term loan, TRAC Lease).

(7) Date of the Qualified Loan.

(8) Interest rate applicable to the Qualified Loan.

(9) Term or maturity date of the Qualified Loan.

(10) Geographic location of the Qualified Business and the location of the facilities being
financed if different.

(11) Whether the Qualified Business or the location of the facilities being financed is in a
Severely Affected Community.

(12) Whether the loan is secured.

(13) Whether the loan is a refinancing, and if so, whether the prior loan was enrolled under the
Program, and whether the amount of the loan was increased as part of the refinancing.

(14) Agreed amount of the Fees payable by each of the Borrower and the Participating Financial
Institution.

(15) Whether any portion of the Fees payable by the Borrower or the Contribution was or is to
be paid by an Independent Contributor; the identity of such Independent Contributor; and a
certification that the Independent Contributor has approved the use of its funds to pay such Fees
or Contribution in connection with the Qualified Loan.

(16) Number of persons currently employed by the Borrower, and humber of jobs expected to
be created, retained or affected by the Qualified Loan.

(17) Certification that the loan is a Qualified Loan, and that the business receiving the Qualified
Loan is a Qualified Business.

(18) Certification that the Qualified Loan is for a business activity that has its Primary economic
effect in California.

(19) Certification that, upon request of the Executive Director, the Participating Financial
Institution will provide information from the financial records of the Borrower, and that the
Participating Financial Institution has obtained the consent of the Borrower to such disclosure.

(20) Certification that the Participating Financial Institution has obtained a written representation
from the Borrower that it has no legal, beneficial or equitable interest in the Fees or the
Contribution.

(21) Certification that the enrolled amount of the loan does not exceed $2,500,000.

(22) Certification that the Participating Financial Institution has notified the Borrower if the
Participating Financial Institution's share of the Fees for the Qualified Loan have been paid by
the Borrower.

(23) Acknowledgment that the lending activities of the Participating Financial Institution are
subject to any applicable safety and soundness standards as set forth in applicable federal
banking regulations.

The Participating Financial Institution shall be authorized to base the information requested by
subsections (4), (16), (17), (18) and (21) above upon representations made to it by the Borrower;
provided that no such Borrower representation may be relied upon if it is known to be false by the
lending officer(s) at the Participating Financial Institution who are directly involved in the
negotiation of the Qualified Loan.

(24) Certification that the Participating Financial Institution has obtained a written representation
from the Borrower that it has secured or made application for all applicable licenses or permits
needed to conduct business.

(25) Certification from the Participating Financial Institution that it has not, and will not, enroll
the same loan or portion thereof in any other government program substantially similar to the
Program.

(d) If a Borrower seeking a loan from a Participating Financial Institution has less than a
majority of its employees in California, the Participating Financial Institution shall be authorized to
submit information to, and seek a determination from, the Executive Director that such Borrower
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has its Primary business location in California. Such determination shall be made by the
Executive Director within 10 days of receipt of a written request from a Participating Financial
Institution containing information about the business activities of the proposed Borrower.

(e) If a Borrower seeking a Qualified Loan from a Patrticipating Financial Institution is an
employee, member, director, officer, principle shareholder, or affiliate of the Participating
Financial Institution, the terms and the conditions of the Qualified Loan and the internal
procedures used to approve the Qualified Loan must comply with the following requirements:

(1) If the Participating Financial Institution is a federal-chartered bank, the Qualified Loan must
be made in accordance with all applicable federal banking laws that regulate conflicts of interests
and insider transactions and Sections 371c, 371c-1, 375a, and 375b of the Title 12 of the United
States Code, and Sections 215.4 of Title 12 of the Code of Federal Regulations.

(2) If the Participating Financial Institution is a state-chartered bank, the Qualified Loan must be
made in accordance with all applicable state banking laws that regulate conflicts of interests and
insider transactions and Section 3370 et seq. of the Financial Code, and Sections 10.19300
t010.19302 of Title 10 of the California Code of Regulations.

(3) If the Participating Financial Institution is a federal-chartered savings association, the
Qualified Loan must be made in accordance with all applicable federal banking laws that
regulate conflicts of interests and insider transactions and Section 1468 of Title 12 of the United
States Code.

(4) If the Participating Financial Institution is a state-chartered savings association, the Qualified
Loan must be made in accordance with all applicable state banking laws that regulate conflicts of
interests and insider transactions and Sections 6503 and 6529 of the Financial Code.

(5) If the Participating Financial Institution is a federal-chartered credit union, the Qualified
Loan must be made in accordance with all applicable federal banking laws that regulate conflicts
of interests and insider transactions and Sections 1757 and 1761c of Title 12 of the United States
Code and Section 701.21(d) of Title 12 of the Code of Federal Regulations.

(6) If the Participating Financial Institution is a state-chartered credit union, the Qualified Loan
must be made in accordance with all applicable state banking laws that regulate conflicts of
interests and insider transactions and Section 15050 of the Financial Code.

(7) If the Participating Financial Institution is a not-for-profit certified community development
financial institution (CDFI), the Qualified Loan must be made in accordance with all applicable
federal banking laws that regulate conflicts of interests and insider transactions and Sections
1805.807 of Title 12 of the Code of Federal Regulations.

(8) If the Participating Financial Institution is a lending institution as described in Section
44559.1(d)(2) of the Health and Safety Code, the Qualified Loan must be made in accordance
with any applicable federal laws that regulate conflicts of interests and insider transactions and
Section 120.140 of Title 13 of the Code of Federal Regulations.

(f) The Participating Financial Institution may pre-qualify with the Authority any qualified loan.
Pre-qualifications do not necessarily guarantee that funds will be available at the time of final
enrollment, unless the funding source requires it. Pre-qualifications shall be valid for six (6) months.

(9) The Authority shall, upon receipt of documentation and Fees from the Participating Financial
Institution, enroll the Qualified Loan if the Executive Director determines that the Qualified Loan
meets the requirements of the Law and this Article. The Executive Director shall notify the
Participating Financial Institution of enroliment within 15 business days after receipt by the
Authority of all documentation and Fees required by the Law and/or this Article. The Executive
Director's determination whether a loan shall be enrolled in the Program shall be final. The
Executive Director shall be authorized to review an application for enrollment submitted by a
Participating Financial Institution in advance of the making of the loan, and notify the institution
whether such loan meets the requirements of the Law and this Article.

(h) Upon enroliment of a Qualified Loan, the Contribution shall be transferred for deposit in the

CalCAP Small Business Program Lender Manual VIII-6



Loss Reserve Account (1) by the Authority or (2) by an Independent Contributor, and the
Program Trustee shall notify the Participating Financial Institution of the transfer and of the
source of funds from which the transfer was made.

() If the amount is increased, or previously enrolled CalCAP loans are combined, a new
loan enrollment form shall be submitted, and Fees (if applicable) shall be transmitted or
deposited pursuant to Section 8072(b)(2) based on the increased amount.

(j) Without regard to the terms of the loan, the term of enrollment in the Program shall not
exceed ten years.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Sections 44559.2, 44559.4 and 44559.12, Division 27, Health and Safety Code.

8 8073. Loss Reserve Accounts.

(a) Upon the Executive Director's acceptance of an application under Section 8071, the
Authority shall establish a Loss Reserve Account for that Participating Financial Institution for the
following purposes:

(1) to receive all Fees deposited by the Participating Financial Institution, Borrowers and/or
Independent Contributors;

(2) to receive Matching Contributions deposited by the Authority and/or Independent
Contributors; and

(3) to pay claims in accordance with Section 8074.

(b) The Loss Reserve Account shall, in the Authority's sole determination, be held by the
Participating Financial Institution or by a Program Trustee.

(c) Any Loss Reserve Account held in a Participating Financial Institution shall be an interest-
bearing demand account or deposit account at a banking institution, or a Money Market Fund
approved by the Executive Director, or a combination thereof, and earning a rate of interest that
would be expected of accounts of similar type and size. The Loss Reserve Account shall be
insured by the Federal Deposit Insurance Corporation, the National Credit Union Share
Insurance Fund, or the Securities Investor Protection Corporation, as appropriate, to the extent
permitted by law. The Authority shall not deposit any Loss Reserve Account with a Patrticipating
Financial Institution if:

(1) there are any charges by the Participating Financial Institution for the establishment
or maintenance of the Loss Reserve Account at such Financial Institution; or

(2) at the time the Loss Reserve Account is established with the Participating Financial
Institution, it has a rating below “75” from IDC Financial Publishing Inc.'s Bank Financial
Quarterly, S&L-Savings Bank Financial Quarterly, or Credit Union Financial Profiles; or it has a
rating of “C” or below from LACE Financial Corp; or it has a rating below “11” from Highline Inc.'s
Bank Quarterly or S&L Quarterly or successor publication approved by the Executive Director.

(d) All moneys in a Loss Reserve Account are property of the Authority (subject to the
Participating Financial Institution's right to receive a portion of the remaining balance in the Loss
Reserve Account upon its withdrawal from the Program pursuant to Section 8076 and subject to
subsection (e) below). Interest or income earned on moneys credited to the Loss Reserve
Account shall be deemed to be part of the Loss Reserve Account. The Executive Director shall be
authorized to withdraw from the loss reserve all interest and income that has been credited to the
loss reserve account as set forth in Health and Safety Code Section 44559.3(d). The Executive
Director shall be authorized to return to a Participating Financial Institution any fees improperly
deposited in a Loss Reserve Account.

(e) Notwithstanding any other provision of this article, the Executive Director shall be authorized,
with the approval of the applicable Participating Financial Institution, to assign, transfer, pledge or
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create security interests in all or a portion of any Loss Reserve Account to any other entity or
entities (including a trustee of a securitization trust or trusts) in connection with the securitization of
all or a portion of the Participating Financial Institution's loans enrolled in the Program.

(f) The Participating Financial Institution shall provide information to the Authority regarding the
status of accounts, enrolled loans, claims and recoveries upon request.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Sections 44559.3 and 44559.8, Division 27, Health and Safety Code.

8§ 8074. Claim for Reimbursement.

(a) A Participating Financial Institution shall notify the Authority within 120 days after it has
charged off all or part of a Qualified Loan as a result of a default.

(b) A Participating Financial Institution shall be authorized to make a claim for reimbursement of
a loss from the enrolled portion of a Qualified Loan prior to the liquidation of collateral, or to
realization on personal or other financial guarantees or from other sources. A Participating
Financial Institution may also defer, for a period not to exceed 180 days from the date of the
charge off, at its sole discretion, making a claim for reimbursement, but still must inform the
Authority of charge off status within 120 days.

(c) The Authority shall pay claims within 30 days of receipt of a completed claim request;
provided, however, that the Executive Director shall be authorized to reject a claim if it is
determined that the representations and warranties provided by the Participating Financial
Institution pursuant to Section 8072 at the time of enrolling the Qualified Loan were false. The
Authority shall be authorized, upon providing written notice to the Participating Financial
Institution, to defer payment of claims up to an additional 30 days if the Authority requires more
information in order to determine if the claim shall be paid.

(d) Claim reimbursement shall not exceed the enrolled amount of the qualified loan or loans
that form the basis for the claim, except when reasonable out-of-pocket expenses are claimed.
In the event only a portion of the loan was enrolled, reimbursement of interest and out-of-pocket
expenses will be limited to the ratio of the enrolled portion to the total loan amount.

(e) To make a claim, the Participating Financial Institution shall submit a claim form to the
Authority which shall include the following information:

(1) Name and number of the Participating Financial Institution.

(2) Name, address and telephone number of contact person.

(3) Name of the business receiving the defaulted Qualified Loan.

(4) Amount and date of the Qualified Loan and the Authority's loan number.

(5) Date of default.

(6) Amount of default.

(7) Amount of claim and breakdown of components of the claim between principal, interest, and
reasonable out-of-pocket expenses of collection or preservation of collateral, accompanied by
documentation of such expenses.

(8) Certification that notice was filed with the Authority as required by Section 8074(a) above
within 120 days of the date the Participating Financial Institution charged the Qualified Loan off
on its books, and certification that such charge off was made in a manner consistent with the
Participating Financial Institution's usual methods for taking action on loans which are not
enrolled as Qualified Loans under the Program.

(9) Statement whether the loan is secured, and whether the Participating Financial Institution
has commenced enforcement proceedings.

(10) If two or more claims are filed simultaneously by one Participating Financial Institution, a
statement of the priority of payment of the claim compared to the other claims in the event the
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Loss Reserve Account is not sufficient to pay all claims.

(11) Statement whether the Qualified Loan qualifies under Section 8074(Q).

(f) Except as provided in Section 8074(g) below, if a Qualified Loan suffers a loss and at the
time of the Participating Financial Institution's claim there are insufficient funds in the Loss
Reserve Account to cover the total amount of the claim, the Participating Financial Institution shall
be able to withdraw all of the amount in the Loss Reserve Account at the time of the claim, to
cover the loss to the fullest extent possible, but it shall thereafter not be eligible to obtain any
further reimbursement relating to that claim.

(9) If a Qualified Loan suffers a loss, and at the time of the claim there is not enough money in
the Loss Reserve Account to fully cover the loss, the Participating Financial Institution shall be
able to withdraw all of the amount in the Loss Reserve Account at the time of the claim, to cover
the loss to the fullest extent possible. If the Participating Financial Institution then continues
making Qualified Loans under the Program and the Loss Reserve Account is replenished, the
Participating Financial Institution shall be authorized to withdraw funds from the Loss Reserve
Account at a subsequent time in order to fully cover the earlier claim, provided that the amount
subsequently withdrawn to cover the earlier claim cannot exceed 75 percent of the amount in the
Loss Reserve Account immediately prior to such subsequent withdrawal.

(h) If subsequent to the payment of a claim by the Authority, the Participating Financial
Institution recovers from the Borrower, from liquidation of collateral or from any other source,
amounts for which the Participating Financial Institution was reimbursed by the Authority, the
Participating Financial Institution shall promptly pay to the Authority for deposit in the Loss
Reserve Account, the amount received, net of reasonable and customary costs of collection, that
in aggregate exceeds the amount needed to fully cover the Participating Financial Institution's
loss on the Qualified Loan (including the portion of a Qualified Loan which is not enrolled in the
Program). Recoveries which exceed reimbursements to the Loss Reserve Account may be
retained by the Participating Financial Institution.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Section 44559.5, Division 27, Health and Safety Code.

§ 8075. Subrogation.

(a) The Authority will be subrogated to the rights of the Participating Financial Institution in
collateral, personal guarantees and all other forms of security for the Qualified Loan that have
not been realized upon by the Participating Financial Institution, when the participating
Financial Institution's loss has been fully covered by payment of a loss claim, or by a
combination of payment of a loss claim and recovery from the Borrower, liquidation of
collateral, or from other sources.

(b) At the time of subrogating its rights, the Participating Financial Institution shall provide the
Authority with all original security agreements, any documents evidencing title to real property,
certificates of title, guarantees, and any other documents representing security for the Qualified
Loan, duly recorded and perfected, and accompanied by enforceable assignments and
conveyances to the Authority, unless such security documents also secure indebtedness to the
Participating Financial Institution which was not covered by the Qualified Loan. In such latter
case, the Participating Financial Institution shall enter into an intercreditor agreement with the
Authority, providing that the Participating Financial Institution shall be entitled to recover under
such security documents, to the extent possible, the full amount of its loss on any indebtedness
not covered by the Qualified Loan but secured by the same collateral as the Qualified Loan; the
balance of any amounts recovered under such security documents shall be deposited in the Loss
Reserve Account. The Participating Financial Institution shall provide regular reports, as
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requested by the Executive Director, concerning its activities in collecting moneys owed from a
defaulted Borrower.

(c) The Executive Director shall be authorized to enter into agreements with any Patrticipating
Financial Institution to provide for such institution to act as the Authority's agent to secure
recovery under any collateral or security documents to which the Authority has been subrogated.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Section 44559.2, Division 27, Health and Safety Code.

§ 8076. Termination and Withdrawal from Program.

(a) A Participating Financial Institution shall be authorized to withdraw from the Program after
giving written notice to the Authority. Such notice shall specify either:

(1) that the Participating Financial Institution waives any further interest in the Loss Reserve
Account (including for the reason that all Qualified Loans covered by the Loss Reserve Account
have been repaid); or

(2) that the Participating Financial Institution will not enroll any further loans under the Program
but that the Loss Reserve Account shall continue in existence to secure all Qualified Loans
enrolled prior to such notice.

(b) After receipt of a notice under subsection (a)(1) or receipt of a certificate from a Participating
Financial Institution which has withdrawn from the Program pursuant to subsection (a)(2),
certifying that all Qualified Loans secured by the Loss Reserve Account have been repaid and
that there are no pending claims for reimbursement under Section 8074, the remaining balance in
the Loss Reserve Account shall be distributed to the Authority; provided that with respect to
moneys deposited in the Loss Reserve Account after January 1, 1999 (and assuming all claims
made after January 1, 1999 are first allocated to moneys on deposit prior to that date), such
moneys shall be distributed to the Authority and to the Participating Financial Institution in the
amount of the Authority Share and the Participating Financial Institution Share, respectively. For
purposes of this Section 8076, “Authority Share” means the ratio of the contributions made by the
Authority (or any Independent Contributor on behalf of the Authority) to the Loss Reserve Account
in question from January 1, 1999 to the date of calculation, to the total amount of contributions
made to such Loss Reserve Account during that period, and “Participating Financial Institution
Share” means 100 minus the Authority Share.

(c) The Executive Director shall be authorized to terminate participation of a Participating
Financial Institution in the Program, by notice in writing, upon the occurrence of any of the
following:

(1) entry of a cease and desist order, regulatory sanction, or any other action against the
Participating Financial Institution by a regulatory agency that may impair its ability to participate in
the Program;

(2) failure of the Participating Financial Institution to abide by the Law or this Article; or

(3) failure of the Participating Financial Institution to enroll any Qualified Loans under the
Program for a period of one year.

(4) Provision of false or misleading information regarding the Participating Financial Institution

to the authority, or failure to provide the authority with notice of material changes in submitted
information regarding the Participating Financial Institution.
In the event of such termination, the Participating Financial Institution shall not be authorized to
enroll any further Qualified Loans, but all previously enrolled Qualified Loans shall continue to be
covered by the Loss Reserve Account until they are paid, claims are filed, or the Participating
Financial Institution withdraws from the Program pursuant to Section 8076(a)(1).

(d) If for a consecutive 12-month period the amount in the Loss Reserve Account continuously
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exceeds the outstanding balance of all the Participating Financial Institution's Qualified Loans
made since the beginning of the Program, the Executive Director shall be authorized to withdraw
any such excess to bring the Loss Reserve Account down to an amount equal to 100 percent of
the outstanding balance, in the following manner: (i) first, distributions shall be made to the
Authority up to an amount allocable to the moneys on deposit in the Loss Reserve Account on
January 1, 1999 (assuming all claims made after January 1, 1999 are first allocated to moneys on
deposit prior to that date) and (i) further distributions shall be made to the Authority and to the
Participating Financial Institution based on the Authority Share and the Participating Financial
Institution Share, respectively.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Section 44559.2, Division 27, Health and Safety Code.

§ 8077. Reports of Regulatory Agencies.

The Executive Director shall be authorized to seek information directly from any federal or state
regulatory agency concerning any Participating Financial Institution participating in the Program.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Section 44559.2, Division 27, Health and Safety Code.

§ 8078. Participation in the Program by Certain Public or Private Entities.

(a) The Authority shall be authorized to permit any individual, company, corporation, institution,
utility, government agency or other entity, including any consortium of these persons or entities,
to become an Independent Contributor after such person or entity

(1) submits to the Authority its Standards; provided that the Authority shall not enforce
compliance by the Independent Contributor with its Standards;

(2) represents to the Authority that it will not enter into an exclusive arrangement with a
particular Participating Financial Institution, but that it is prepared to work with any Participating
Financial Institution under the Program;

(3) agrees to indemnify the Authority against any loss, liability or claim arising from the use of
the Independent Contributor's funds in the Program;

(4) represents to the Authority that it understands and intends to abide by the provisions of the
Law and this Article with regard to its participation in the Program; and

(5) deposits with the Program Trustee an initial amount of at least $15,000 to be used to pay
Fees payable by Borrowers and/or Contributions in connection with Qualified Loans, or receives a
written waiver from the Executive Director of this requirement.

(6) agrees to reimburse the Authority for any reasonable costs related to the Independent
Contributor's participation in the program, unless waived by the Authority.

(b) An Independent Contributor shall advise the Authority at any time the Standards provided to
the Authority pursuant to Section 8078(a)(1) above are changed.

(c) The Authority shall be authorized to terminate an Independent Contributor's participation in
the Program at any time, upon written notice, for any cause, including, but not limited to, failure to
maintain a minimum deposit of at least $5,000 with the Program Trustee. An Independent
Contributor shall be authorized to terminate its participation in the Program at any time, upon
written notice.

(d) An Independent Contributor must pay all fees of the Program Trustee attributable to
the funds that the Independent Contributor deposits with the Program Trustee.

(e) Fees and Contributions paid by Independent Contributors shall not be subject to the
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maximums set forth in Health and Safety Code Section 44559.4(c).

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Sections 44525, 44526, 44559.3 and 44559.9, Division 27, Health and Safety Code.

8§ 8078.1. Preferred Lenders.

(&) Where an Independent Contributor elects to pay the matching contribution and the
borrower's fee or the matching contribution and all fees and funds are available, designated
Participating Financial Institutions can participate as preferred lenders and process, close,
service, and liquidate California Capital Access Program guaranteed loans with reduced
requirements for documentation to and prior approval by the Authority.

(b) Before it can operate as a preferred lender, the Participating Financial Institution must:

(1) Submit for review and approval by the Authority a preferred lender supplemental lender
enroliment agreement, which will specify a term not to exceed two years. The application shall
include the following information:

(A) name of applicant Financial Institution.

(B) name, address and telephone number of contact person.

(C) combined capital and surplus as of the end of the Financial Institution's most recent
fiscal year.

(D) number of lending branches.

(E) certification that the applicant Financial Institution is not subject to a cease and desist
order or other regulatory sanction with the appropriate federal or state regulatory body, which
would impair its ability to participate in the Program, and the name of that body.

(F) a full description of the board of directors, including number, race, ethnicity and gender of its
members.

(G) the Financial Institution's rating from a nationally recognized credit rating agency which
assesses the financial soundness and stability of financial institutions.

(H) the Financial Institution's agreement to follow the Program's procedures as set forth in the
Law and this Article.

() the Financial Institution's agreement to permit an audit of any of its records relating to
enrolled Qualified Loans, during normal business hours on its premises, by the Authority or its
agents, and to supply such other information concerning enrolled Qualified Loans as shall be
requested by the Executive Director.

(J) acknowledgment by the Financial Institution that the Authority and the State will have no
liability to the Participating Financial Institution under the Program except from funds deposited in
the Loss Reserve Account for the Participating Financial Institution.

(2) Demonstrate a satisfactory performance history with the California Capital Access
Program.

(3) Provide the Authority with a plan which clearly outlines how the Participating Financial
Institution will train individuals authorized to submit loans for enrollment in the Program.

(c) Upon receipt of a completed application, the Executive Director will within 10 days review
and determine whether additional information is required, or whether the application is sufficient to
permit the applicant Financial Institution to participate. The Executive Director's decision whether
an application is sufficient shall be final.

(d) When the supplemental lender enrollment agreement expires, the Authority may recertify a
Participating Financial Institution for an additional term not to exceed two years. Prior to
recertification, the Authority will review a Participating Financial Institution's loans, policies and
procedures.

(e) Except as specified in this paragraph and paragraph (f), section 8072 shall not apply to the
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enroliment of a Qualified Loan by a preferred lender. A Participating Financial Institution is
required to notify the Authority within ten (10) business days of its approval of a preferred lender's
loan by submitting to the Authority loan appropriate documentation, as set forth in California Code
of Regulations Title 4, Division 11, Section 8072(a), (b)(1), (c), (d), (e), (9), (h), and (i) signed by
the Participating Financial Institution authorized representatives. Upon receipt of the appropriate
documentation for a Qualified Loan by the Authority and Trustee, the Matching Contribution shalll
he transferred for deposit in the Loss Reserve Account by an Independent Contributor, and the
Program Trustee shall notify the Participating Financial Institution of the transfer and the source of
funds from which the transfer was made.

(f) The Authority shall, upon receipt of documentation from the Patrticipating Financial Institution,
verify the enroliment of and provide a California Capital Access Program loan number for the
Qualified Loan if the Executive Director determines that the Qualified Loan meets the
requirements of the Law and this Article. The Executive Director shall notify the Participating
Financial Institution of enroliment within 10 business days after receipt by the Authority of all
documentation required by the Law and/or this Article. The Executive Director's determination
whether a loan shall be enrolled in the Program shall be final.

(9) If the Executive Director determines that the Qualified Loan does not meet the
requirements of the Law and this Article the Authority will notify the Participating Financial
Institution detailing the issue and requesting reimbursement of the contribution related to the
Qualified Loan.

(h) The Participating Financial Institution is responsible for all loan decisions regarding
creditworthiness. The Participating Financial Institution is also responsible for confirming that all
loan closing decisions are correct, and that it has complied with all requirements of the Law and
Program regulations.

(i) The Authority may review the performance of a Participating Financial Institution with
respect to its preferred lender status.

() The Authority may suspend or revoke a preferred lender status upon written notice to the
Participating Financial Institution providing the reasons at least 10 business days prior to the
effective date of the suspension or revocation. Reasons for suspension or revocation include
lender violations of applicable statutes, regulations or Authority policies and procedures.

Note: Authority cited: Sections 44520 and 44559.5(f), Division 27, Health and Safety Code.
Reference: Sections 44559, 44559.1, 44559.2, 44559.3, 44559.4, 44559.5, 44559.7 and 44559.9,
Division 27, Health and Safety Code.

§ 8078.2. Federal Capital Access Program and Funding.

(a) Where the Contribution comes from funds provided under the State Small Business Credit
Initiative enacted pursuant to the Small Business Jobs Act (H.R. 5297, Public Law No. 111-240)
the following shall apply, notwithstanding any other provision of this article, to the extent allowed by
the Small Business Jobs Act (H.R. 5297, Public Law No. 111-240) (Small Business Jobs Act):

(b) “Participating Financial Institution” also includes all those listed in Health and Safety Code
Section 44559.1(d) and all certified community development financial institutions whether or not
organized for profit.

(c) The Participating Financial Institution must obtain written assurance from the Borrower that:

(2) the loan will be used for a business purpose;

(2) the loan will not be used to repay delinquent federal or state income taxes unless the
borrower has a payment plan in place with the relevant taxing authority;

(3) the loan will not be used to repay taxes held in trust or escrow;

(4) the loan will not be used to reimburse funds owed to any owner, including any equity
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injection or injection of capital for the business' continuance;

(5) the loan will not be used to purchase any portion of the ownership interest of any owner
of the business;

(6) the loan will not be used for business purposes prohibited by the U.S. Treasury;

(7) the loan will not be used to finance ineligible businesses;

(8) no principal of the borrowing entity has been convicted of a sex offense against a minor
(as such terms are defined in section 111 of the Sex Offender Registration and Notification Act
42 U.S.C. 816911); and

(9) the Borrower is not:

(A) an execultive officer, director, or principal shareholder of the Participating Financial
Institution;

(B) a member of the immediate family of an executive officer, director, or principal shareholder
of the Participating Financial Institution; or

(C) arelated interest of such executive officer, director, principal shareholder, or member of
the immediate family of the Participating Financial Institution.

(d) Ineligible businesses include, but are not limited to, the following business types:

(1) a business engaged in speculative activities that develop profits from fluctuations in price
rather than through the normal course of trade, such as wildcatting for oil and dealing in
commodities futures, unless those activities are incidental to the regular activities of the business
and part of legitimate risk management strategies to guard against price fluctuations related to the
regular activities of the business;

(2) a business that earns more than half of its annual net revenue from lending activities; unless
the business is a non-bank or non-bank holding company certified as a Community Development
Financial Institution;

(3) a business engaged in pyramid sales plans, where a participant's primary incentive is
based on the sales made by an ever-increasing number of participants;

(4) a business engaged in activities that are prohibited by federal law or applicable law in the
jurisdiction where the business is located or conducted. Included in these activities is the
production, servicing, or distribution of otherwise legal products that are to be used in connection
with an illegal activity, such as selling drug paraphernalia or operating a motel that knowingly
permits illegal prostitution; or

(5) a business engaged in gambling enterprises, unless the business earns less than one-
third of its annual net revenue from lottery sales.

(6) other businesses that may be restricted by federal fund law or the Department of
Treasury.

(e) The Participating Financial Institution must provide written assurance affirming the
following:

(1) the Quialified Loan has not been made in order to place under the protection of the
CalCAP prior debt that is not covered under CalCAP and that is or was owed by the Borrower
to the Participating Financial Institution or to an affiliate of the Participating Financial Institution;

(2) the Qualified Loan is not a refinancing of a loan previously made to the borrower by the
Participating Financial Institution or an affiliate of the Participating Financial Institution;

(3) no principal of the Participating Financial Institution has been convicted of a sex offense
against a minor (as such terms are defined in Section 111 of the Sex Offender Registration and
Notification Act (42 U.S.C. §16911));

(4) the Participating Financial Institution will make available to the Treasury Inspector General
all books and records related to the use of the Allocated Funds, subject to the Right of Financial
Privacy Act (12 U.S.C. 83401 et seq.) as applicable; and

(5) the Participating Financial Institution is in compliance with the requirements of 31 C.F.R.
§103.121.
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(f) Federal capital access funds shall not be used for the following:

(1) activities that relate to acquiring or holding passive investments such as commercial real
estate ownership, the purchase of securities; and lobbying activities as defined in Section 3(7)
of the Lobbying Disclosure Act of 1995. P.L. 104-65, as amended,;

(2) financing a non-business purpose;

(3) covering the unguaranteed portions of an SBA loan unless CalCAP receives prior
written consent of the U.S. Treasury;

(4) supporting existing extension of credit, including but not limited to prior loans, lines of credit or
other borrowings that were previously made available as part of a state small business credit
enhancement program.

(9) The federal Matching Contribution shall be equal to the sum of the Fees paid by the
Borrower and Participating Financial Institution, unless another amount is allowed by the Small
Business Jobs Act.

(h) No more than $5,000,000 shall be borrowed by any one Borrower using the State Small
Business Credit Initiative funds, unless another amount is allowed by the Small Business Jobs Act.

() Any Borrower or Participating Financial Institution fees assessed by the Authority as allowed by
the Small Business Job Act may be deposited in a Loss Reserve Account.

(j) Claims for reimbursement may be processed according to the requirements of the Small
Business Jobs Act.

Note: Authority cited: Sections 44520 and 44559.5(f), Health and Safety Code. Reference:
Sections 44559.2, 44559.4 and 44559.11, Health and Safety Code.
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B.California Health & Safety Code

Division 27. California Pollution Control Financing Authority Act. Article 2.
Organization of Authority

44520. (@) The authority shall, in accordance with Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code, adopt all necessary rules and
regulations to carry out its powers and duties under this division. The authority may call upon
any board or department of the state government for aid and assistance in the preparation of
plans and specifications and in the development of technology necessary to effectively control
pollution.

(b) Notwithstanding subdivision (a), the authority, or any other agency implementing a small
business or brownfield site financing assistance program pursuant to an interagency agreement
with the authority, may adopt regulations relating to small business or brownfield site financing
as emergency regulations in accordance with Chapter 3.5 (commencing with Section 11340) of
Part 1 of Division 3 of Title 2 of the Government Code. For purposes of that Chapter 3.5,
including Section 11349.6 of the Government Code, the adoption of the regulations shall be
considered by the Office of Administrative Law to be necessary for the immediate preservation
of the public peace, health and safety, and general welfare. The regulations shall be repealed
180 days after their effective date, unless the adopting authority or agency complies with that
Chapter 3.5.

(c) Notwithstanding subdivision (a), the authority, or any other agency implementing a loan
program pursuant to an interagency agreement with the authority, may adopt regulations
relating to the loans and grants authorized under subdivision (g) of Section 44526 as
emergency regulations in accordance with Chapter 3.5 (commencing with Section 11340) of
Part 1 of Division 3 of Title 2 of the Government Code. For purposes of that Chapter 3.5,
including Section 11349.6 of the Government Code, the adoption of the regulations shall be
considered by the Office of Administrative Law to be necessary for the immediate preservation
of the public peace, health and safety, and general welfare. The regulations shall be repealed
180 days after their effective date, unless the adopting authority or agency complies with that
Chapter 3.5.

Division 27. California Pollution Control Financing Authority Act. Article 8. Capital
Access Loan Program for Small Businesses

44559. (a) The Legislature finds and declares that small businesses are responsible for a
significant amount of environmental emissions in the state, but are less able than larger
businesses to afford the investment in new equipment or process modifications needed to
comply with environmental regulations, with regard to controlling emissions, preventing the
creation of pollutants, contaminants, or waste products, and remediating contamination of
properties with a reasonable potential for economically beneficial reuse. Additionally, small
businesses faced with financial pressures will be likely to reduce expenditures to achieve
environmental compliance. Better access to capital will allow small businesses to more easily
comply with environmental mandates, and to remediate contamination of properties with a
reasonable potential of economically beneficial reuse, and to succeed economically, generating
additional revenue to state and local governments that can be used for environmental
improvements, all to the benefit of all the residents of the state.
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(b) The Legislature also finds and declares that it is in the best interest of the state to expand
the Capital Access Loan Program for small business regardless of whether the operations of the
small business affect the environment, and to permit business loans to be included in the
program for small businesses whose operations do not, necessarily, affect the environment.
Small businesses have difficulty gaining access to capital for startup and expansion purposes.
Small businesses owned by minorities and women have special capital access difficulties. In
addition, small businesses operating in areas affected by military base closures are
disadvantaged by limited access to capital. The Legislature finds that improving access to
capital for these small businesses will spur investment, create jobs, expand economic
opportunities, assist in the recovery of communities affected by defense and aerospace losses,
assist in the recovery of neighborhoods and communities affected by contaminated properties
that are not being used for economically beneficial purposes but which could be so used if the
contamination was remediated, and help sustain and strengthen economic recovery in
California.

44559.1. As used in this article, unless the context requires otherwise, all of the following terms
have the following meanings:

(a) "Authority" means the California Pollution Control Financing Authority.

(b) "California Capital Access Fund" means a fund created within the authority to be used for
purposes of the program.

(c) "Executive director" means the Executive Director of the California Pollution Control
Financing Authority.

(d) (1) "Financial institution" means a federal- or state-chartered bank, savings association,
credit union, not-for-profit community development financial institution certified under Part 1805
(commencing with Section 1805.100) of Chapter XVIII of Title 12 of the Code of Federal
Regulations, or a consortium of these entities. A consortium of those entities may include a
nonfinancial corporation, if the percentage of capitalization by all nonfinancial corporations in the
consortium does not exceed 49 percent.

(2)(A) "Financial institution" also includes a lending institution that has executed a participation
agreement with the Small Business Administration under the guaranteed loan program pursuant
to Part 120 (commencing with Section 120.1) of Chapter | of Title 13 of the Code of Federal
Regulations and meets the requirements of Section 120.410 of Chapter | of Title 13 of the Code
of Federal Regulations, a small business investment company licensed pursuant to Part 107
(commencing with Section 107.20) of Chapter | of Title 13 of the Code of Federal Regulations,
and a small business financial development corporation, as defined in Chapter 1 (commencing
with Section 14000) of Part 5 of Division 3 of Title 1 of the Corporations Code, or microbusiness
lender, as defined in Section 13997.2 of the Government Code, that meets standards that shall
be established by the authority. For loans where all or part of the fees and matching
contributions are paid by an entity participating in the program pursuant to subdivision (e) of
Section 44559.2, "financial institution" also includes financial lenders, as defined in Section
22009 of the Financial Code, making commercial loans, as defined in Section 22502 of the
Financial Code.

(B) A financial institution described in paragraph (2) shall be domiciled or have its principal
office in the State of California.

(3) “Financial institution” also includes an insured depository institution, as these terms are
defined in Section 4702 of Title 12 of the United States Code.

(e) "Loss reserve account" means an account in the State Treasury or any financial institution
that is established and maintained by the authority for the benefit of a financial institution
participating in the Capital Access Loan Program established pursuant to this article for the
purposes of the following:
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(1) Depositing all required fees paid by the participating financial institution and the qualified
business.

(2) Depositing contributions made by the state and, if applicable, the federal government or
other sources.

(3) Covering losses on enrolled qualified loans sustained by the participating financial
institution by disbursing funds accumulated in the loss reserve account.

(f) "Participating financial institution" means a financial institution that has been approved by
the authority to enroll qualified loans in the program and has agreed to all terms and conditions
set forth in this article and as may be required by any applicable federal law providing matching
funding.

(g) "Passive real estate ownership" means ownership of real estate for the purpose of deriving
income from speculation, trade, or rental, but does not include any of the following:

(1) The ownership of that portion of real estate being used or intended to be used for the
operation of the business of the owner of the real estate.

(2) The ownership of real estate for the purpose of construction or renovation, until the
completion of the construction or renovation phase.

(h) "Program" means the Capital Access Loan Program created pursuant to this article.

() "Qualified business" means a small business concern that meets both of the following
criteria, regardless of whether the small business concern has operations that affect the
environment:

(1) Itis a corporation, partnership, cooperative, or other entity, whether that entity is a
nonprofit entity or an entity established for profit, that is authorized to conduct business in the
state.

(2) It has its primary business location within the boundaries of the state.

() (1) "Qualified loan" means a loan or a portion of a loan made by a participating financial
institution to a qualified business for any business activity that has its primary economic effect in
California. A qualified loan may be made in the form of a line of credit, in which case the
participating financial institution shall specify the amount of the line of credit to be covered under
the program, which may be equal to the maximum commitment under the line of credit or an
amount that is less than that maximum commitment. A qualified loan made under the program
may be made with the interest rates, fees, and other terms and conditions agreed upon by the
participating financial institution and the borrower.

(2) "Qualified loan" does not include any of the following:

(A) A loan for the construction or purchase of residential housing.

(B) A loan to finance passive real estate ownership.

(C) A loan for the refinancing of an existing loan when and to the extent that the outstanding
balance is not increased.

(D) A loan, the proceeds of which will be used in any manner that could cause the interest on
any bonds previously issued by the authority to become subject to federal income tax.

(k) "Severely affected community" means any area classified as an enterprise zone pursuant
to the Enterprise Zone Act (Chapter 12.8 (commencing with Section 7070) of Division 7 of Title
1 of the Government Code), any area, as designated by the executive director, contiguous to
the boundaries of a military base designated for closure pursuant to Section 2687 of Title 10 of
the United States Code, as amended, and any other comparable economically distressed
geographic area so designated by the executive director from time to time.

() "Small Business Assistance Fund" means a fund created within the authority pursuant to
Section 44548.

(m) "Small business concern" has the same meaning as in Section 632 of Title 15 of the
United States Code, or as otherwise provided in regulations of the authority.
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44559.2. (a) The authority may contract with any financial institution for the purpose of allowing
the financial institution to participate in the Capital Access Loan Program established by this
article.

(b) For purposes of this section, the authority may contract with participating financial
institutions and shall utilize a standard form of contract that is reviewed and approved by the
Department of General Services. The standard form of contract shall provide for all of the
following:

(1) The creation of a loss reserve account by the authority for the benefit of the financial
institution.

(2) The financial institution, qualified business, and the authority will deposit moneys to the
credit of the institution's loss reserve account when the financial institution makes a qualified
loan to a qualified business.

(3) The liability of the state and the authority to the financial institution under the contract is
limited to the amount of money credited to the loss reserve account of the institution.

(4) The financial institution shall provide the information that the authority may require,
including financial information that is identifiable with, or identifiable from the financial records of
a particular customer who is the recipient of a qualified loan. In addition to any other information
that the authority may require, the financial institution shall provide the complete North American
Industry Classification System (NAICS) for the qualified business, the number of jobs created,
the number of jobs retained, and information that provides the precise geographic location of
both the qualified business and the borrower, if different.

(5) The financial institution will file a report with the executive director setting out a full
description of the board of directors, including size, race, ethnicity, and gender.

(6) The participating financial institution will require each borrower, prior to receiving a loan
under the program, to sign a written representation to the participating financial institution that
the borrower has no legal, beneficial, or equitable interest in the nonrefundable premium
charges or any other funds credited to the loss reserve account established by the authority for
the participating financial institution.

(7) Other terms that the authority may require for purposes of this article.

(c) A financial institution is not subject to laws restricting the disclosure of financial information
when the financial institution provides information to the authority as required by paragraph (4)
of subdivision (b).

(d) A credit union operating pursuant to a certificate issued under the California Credit Union
Law (Division 5 (commencing with Section 14000) of the Financial Code) may participate in the
Capital Access Loan Program established pursuant to this article only to the extent participation
is in compliance with the California Credit Union Law. Nothing in this article shall be construed
to limit the authority of the Commissioner of Financial Institutions to regulate credit unions
subject to the commissioner's jurisdiction under the California Credit Union Law.

(e) Any individual, company, corporation, institution, utility, government agency, or other
entity, including any consortium of these persons or entities, whether public or private, may
participate in the Capital Access Loan Program established pursuant to this article by depositing
funds in the California Capital Access Fund under those terms and conditions as may be
deemed appropriate by the authority.

44559.3. (a) The authority shall establish a loss reserve account for each financial institution
with which the authority makes a contract.

(b) The loss reserve account for a financial institution shall consist of moneys paid as fees by
borrowers and the financial institution, moneys transferred to the account from a small business
assistance fund, any matching federal moneys, and any other moneys provided by the authority
or other source.
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(c) Notwithstanding any other provision of law, the authority may establish and maintain loss
reserve accounts with any financial institution under such policies as the authority may adopt.

(d) All moneys in a loss reserve account established pursuant to this article are the exclusive
property of, and solely controlled by, the authority. Interest or income earned on moneys
credited to the loss reserve account shall be deemed to be part of the loss reserve account. The
authority may withdraw from the loss reserve account all interest or other income that has been
credited to the loss reserve account. Any withdrawal made pursuant to this subdivision may be
made prior to paying any claim and shall be used for the sole purpose of offsetting costs
associated with carrying out the program, including administrative costs and loss reserve
account contributions.

(e) The combined amount to be deposited by the participating financial institution into any
individual loss reserve account over a three-year period, in connection with any single borrower
or any group of borrowers among which a common enterprise exists, shall be not more than one
hundred thousand dollars ($100,000).

44559 4. (a) If a financial institution that is participating in the Capital Access Loan Program
established pursuant to this article decides to enroll a qualified loan under the program in order
to obtain the protection against loss provided by its loss reserve account, it shall notify the
authority in writing on a form prescribed by the authority, within 15 days after the date on which
the loan is made, of all of the following:

(1) The disbursement of the loan.

(2) The dollar amount of the loan enrolled.

(3) The interest rate applicable to, and the term of, the loan.

(4) The amount of the agreed upon premium.

(b) The executive director may authorize an additional five days for a financial institution to
submit the written notification described in subdivision (a) to the authority on a loan-by-loan
basis for a reason limited to conditions beyond the reasonable control of the financial institution.

(c) The financial institution may make a qualified loan to be enrolled under the program to an
individual, or to a partnership or trust wholly owned or controlled by an individual, for the
purpose of financing property that will be leased to a qualified business that is wholly owned by
that individual. In that case, the property shall be treated as meeting the requirements of
paragraph (1) of subdivision (g) of Section 44559.1.

(d) When making a qualified loan that will be enrolled under the program, the participating
financial institution shall require the qualified business to which the loan is made to pay a fee of
not less than 1 percent of the principal amount of the loan, but not more than 3 1/2 percent of
the principal amount. The financial institution shall also pay a fee in an amount equal to the fee
paid by the borrower. The financial institution shall deliver the fees collected under this
subdivision to the authority for deposit in the loss reserve account for the institution. The
financial institution may recover from the borrower the cost of its payments to the loss reserve
account through the financing of the loan, upon the agreement of the financial institution and the
borrower. The financial institution may cover the cost of borrower payments to the loan loss
reserve account.

(e) When depositing fees collected under subdivision (d) to the credit of the loss reserve
account for a participating financial institution, the authority shall do the following:

(1) If no matching funds are available under a federal capital access program or other source,
the authority shall transfer to the loss reserve account an amount that is not less than the
amount of the fees paid by the participating financial institution. However, if the qualified
business is located within a severely affected community, the authority shall transfer to the loss
reserve account an amount not less than 150 percent of the amount of the fees paid by the
participating financial institution.
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(2) If matching funds are available under a federal capital access program or other source, the
authority shall transfer, on an immediate or deferred basis, to the loss reserve account the
amount required by that federal program or other source. However, the total amount deposited
into the loss reserve account shall not be less than the amount which would have been
deposited in the absence of matching funds.

(f) This section shall remain in effect only until April 1, 2017, and as of that date is repealed,
unless a later enacted statute, that is enacted before April 1, 2017, deletes or extends that date.

44559 4. (a) If a financial institution that is participating in the Capital Access Loan Program
established pursuant to this article decides to enroll a qualified loan under the program in order
to obtain the protection against loss provided by its loss reserve account, it shall notify the
authority in writing on a form prescribed by the authority, within 15 days after the date on which
the loan is made, of all of the following:

(1) The disbursement of the loan.

(2) The dollar amount of the loan enrolled.

(3) The interest rate applicable to, and the term of, the loan.

(4) The amount of the agreed upon premium.

(b) The executive director may authorize an additional five days for a financial institution to
submit the written notification described in subdivision (a) to the authority on a loan-by-loan
basis for a reason limited to conditions beyond the reasonable control of the financial institution.

(c) The financial institution may make a qualified loan to be enrolled under the program to an
individual, or to a partnership or trust wholly owned or controlled by an individual, for the
purpose of financing property that will be leased to a qualified business that is wholly owned by
that individual. In that case, the property shall be treated as meeting the requirements of
paragraph (1) of subdivision (g) of Section 44559.1.

(d) When making a qualified loan that will be enrolled under the program, the participating
financial institution shall require the qualified business to which the loan is made to pay a fee of
not less than 2 percent of the principal amount of the loan, but not more than 3 1/2 percent of
the principal amount. The financial institution shall also pay a fee in an amount equal to the fee
paid by the borrower. The financial institution shall deliver the fees collected under this
subdivision to the authority for deposit in the loss reserve account for the institution. The
financial institution may recover from the borrower the cost of its payments to the loss reserve
account through the financing of the loan, upon the agreement of the financial institution and the
borrower. The financial institution may cover the cost of borrower payments to the loan loss
reserve account.

(e) When depositing fees collected under subdivision (d) to the credit of the loss reserve
account for a participating financial institution, the authority shall do the following:

(1) If no matching funds are available under a federal capital access program or other source,
the authority shall transfer to the loss reserve account an amount that is not less than the
amount of the fees paid by the participating financial institution. However, if the qualified
business is located within a severely affected community, the authority shall transfer to the loss
reserve account an amount not less than 150 percent of the amount of the fees paid by the
participating financial institution.

(2) If matching funds are available under a federal capital access program or other source, the
authority shall transfer, on an immediate or deferred basis, to the loss reserve account the
amount required by that federal program or other source. However, the total amount deposited
into the loss reserve account shall not be less than the amount which would have been
deposited in the absence of matching funds.

(f) This section shall become operative on April 1, 2017.
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44559.5. (a) The authority shall establish procedures under which financial institutions
participating in the program established pursuant to this article may submit claims for
reimbursement for losses incurred as a result of qualified loan defaults. A participating financial
institution that charges off all or part of an enrolled loan to the loss reserve account may file a
claim for reimbursement with the authority if both of the following conditions are met:

(1) The claim occurs contemporaneously with the action of the participating financial institution
to charge off all or part of the loan.

(2) The charge off on an enrolled loan is made in a manner that is consistent with the
participating financial institution's usual method for making determinations on business loans
that are not enrolled loans.

(b) Costs for which a financial institution may be reimbursed from its loss reserve account
include the amount of loan principal charged off, accrued interest on the principal, reasonable
out-of-pocket expenses incurred in pursuing its collection efforts, including preservation of
collateral, and any other related costs. Proper documentation of the expenses shall be
presented at the time of the claim.

(c) If a participating financial institution files two or more claims contemporaneously, and there
are insufficient funds in the reserve fund at that time to cover the entire amount of such claims,
the institution may designate the order of priority in which the claims shall be paid.

(d) A financial institution may seek reimbursement of loan losses prior to the liquidation of
collateral from defaulted loans. The financial institution shall repay its loss reserve account for
any moneys received as reimbursement under this section if the financial institution recovers
moneys from the borrower or from the liquidation of collateral for the defaulted loan, less any
reasonable out-of-pocket expenses incurred in collection of such amount.

(e) In any case in which the payment of a claim under this section has fully covered a
participating financial institution's loss on an enrolled loan, the participating financial institution
shall assign to the authority, and to any applicable federal agency in the event federal matching
funds are involved, any right, title, or interest to any collateral, security, or other right of recovery
in connection with a loan made under the program.

() The executive director may adopt necessary rules for the authority to carry out its duties,
functions, and powers relating to the program established pursuant to this article.

44559.6. The authority shall annually prepare a report to the Governor and the Legislature that
describes the financial condition and programmatic results of the capital access loan program
for small businesses authorized under this article. Programmatic results shall include, but not be
limited to, the total number of businesses served, jobs created, jobs retained, the geographic
distribution of the loans, and the breakdown of businesses served by industry sector for all new
loans issued since the report for the prior year.

44559.7. The authority may enter into agreements with commercial banks or other financial
institutions, or with other agencies of the state, to provide necessary assistance in carrying out
the program authorized by this article, including origination and servicing of loans.

44559.8. Notwithstanding this article, the authority may facilitate the development of a
secondary market for a loan enrolled in the capital access loan program by providing security for
that loan, thereby increasing participation in the program by financial institutions and improving
access to capital for small businesses. For purposes of this section, the actions that the
authority may take include, but are not necessarily limited to, assigning all, or a portion of, any
loss reserve account to any other entity in connection with providing security for a loan,
including a trustee of a securitization trust, transferring an enrolled loan from a participating
financial institution to a securitization trust, and assisting underwriters in marketing a loan to the
secondary market.
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44559.9. The authority shall expand the Capital Access Loan Program established by this article
to include outreach to financial institutions that service agricultural interests in the state for the
purpose of funding air pollution control measures.

44559.11. (a) It is the intent of the Legislature to ensure that the state, through the authority,
may make maximum, efficient use of capital access programs enacted by all federal and state
agencies, as well as funding available from any governmental program whose goals may be
advanced by providing funding to the Capital Access Loan Program.

(b) In furtherance of this intent, and notwithstanding any other provision of this article, when
the contributions required pursuant to Section 44559.4 are entirely funded by a source other
than the authority, the authority may, by regulation adopted pursuant to subdivision (b) of
Section 44520, establish alternate provisions as necessary to enable the authority to participate
in the alternative funding source program.

44559.12. (a) Consistent with subdivision (b) of Section 44559.11, the authority may establish
loss reserve accounts for the purposes of financing terminal rental adjustment clause leasing, if
funds are available for contribution into the loss reserve account from any source other than the
authority. The authority shall not contribute any funds into a loss reserve account created
pursuant to this section. Funds provided by the federal government for the purposes of
providing a loan loss reserve program shall not be contributed to an account created pursuant to
this section.

(b) The executive director may establish conditions for terminal rental adjustment clause
leasing loss reserve accounts created pursuant to this section.

(c) As used in this section, "terminal rental adjustment clause" means "terminal rental
adjustment clause" as defined in Section 7701 (h)(3) of Title 26 of the United States Code.
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